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WORLD NEWS 

Clinton adds $400m 
to Palestinian aid 
and warns on accord 

US president Bill Clinton 
announced a $400m increase in 
US aid to the Palestinians and 
warned an aid conference in 
Washington that Middle East 
peace would not last if Palestin- 
ians' living standards were not 
Improved. Page SO 

UK and Span in jobs initiative 
Britain and Spain sent European 
Union partners joint proposals for 
employment policy which 
emphasised the need to liberalise 
labour markets. European news, 
Page 2 

Sinn F6in chief appeals to Mitcbefl 
Sinn F6in president Gerry Adams 
appealed to former US senator 
George Mitchell, architect of the 
Northern Ireland peace agree- 
ment, to intervene in the peace 
process deadlock. UK news, 
Page 10 

Ocalan may be sent to Russia 
Italy considered expelling Kurdish 
Workers' party leader Abdullah 
Ocalan to Russia in its latest 
attempt to resolve the crisis with 
Turkey. European news, Page 2 

Canada's economic growth slows 
Canada's economy slowed to an 
annual growth rate of 1 .8 per 
cent in the third quarter of the 
year, sharply lower than the 4.4 
per cent rate recorded in the 
same period of 1997. US and 
Canadian news. Page 5 

Scandal reports hit Fuji Heavy 
Shares in Fuji Heavy Industries 
fell more than 6 per cent on 
reports that chairman Isamu 
Kawai had suggested giving Y5m 
($40,650) in bribes to a member 
of parliament Page 20 

Court upholds nuclear waste rti&ng 
The US Supreme Court left 
unchanged a ruling that the fed* 
era! government may be sued for 
damages resulting from a failure 
to collect nuclear waste from dis- 
posal sites. US and Canadian 
news. Page S 

Toys Issue unresolved 
The European Commission is no 
nearer to reaching a decision on 
whether to ban certain toxic 
chemicals in children’s toys fol- 
lowing new scientific evidence. 
European news, Page 3 

Two shoot-outs at LA airport 
A policeman and a murder sus- 
pect were killed and a second 
suspect was badly wounded in 
two shoot-outs that closed Los 
Angeles Internationa! airport to 
car traffic for about six hours. 

Chinese fishermen held 
The Philippine navy arrested 20 
Chinese fishermen near a reef 
claimed by Manila in the dis- 
puted Spratly Islands, a military 
spokesman said. Asia-Pacific 
news. Page 6 

Housing starts fall in Japan 
Falls in Japanese housing starts 
and construction orders for Octo- 
ber underline the grave state of 
the country's economy. Asia- 
Pacific news. Page 6 

Hong Kong suffers more job losses 
Hong Kong, nervous at official 
expectations that the economy 
wffl shrink 5 per cent this year, 
reported a rising fiscal deficit and 
more job losses. Asia-Pacific 
news. Page 6 

Children killed In cinema crush 
Four children died and 10 were 
injured in a crush during a break 
between performances of the 
Hollywood film Armageddon at a 
cinema in western Ukraine, 
police said. 


BUSINESS NEWS 


Volvo to cut 5,300 
jobs in attempt to 
lift profit margins 

Volvo, the Swedish automotive 
group, unveiled plans to cut 
5,300 jobs in a restructuring 
aimed at lowering costs by 
SKr3bn ($368 m) a year. The 
company warns of job losses in 
all of Its six divisions as it 
attempts to lift profit margins. 
European companies. Page 25 

Financial institutions have beer 
pouring money into Germany at 
an unprecedented rate as they 
struggle to protect themselves 
from the global economic down- 
turn. Europe, Page 3 

The North Aegean Petroleum 
Company, Greece's only off pro- 
ducer, has shut down its offshore 
platform near the island of Thas- 
sos because of the poor outlook 
for dl pices. Europe, Page 4 

Norway's petroleum fund, the 
investment vehicle for the 
country's surplus oil revenues, 
reported a loss on Investments of 
3.6 per cent in the third quarter. 
Europe, Page 2 

The Japanese government has 
begun marketing the fourth issue 
of shares In NTT, the world's 
largest telecommunications com- 
pany. The issue is expected to 
raise about $7.5bn. Companies 
and Markets, Page 21 

Carisberg, one of the world's 
largest brewery groups, reported 
a strong rise in profits as 
disposals and growth in emerg- 
ing markets offset sluggish 
demand in Europe. European 
companies, Page 25 

The London International Financial 
Futures and Options Exchange is 
to launch a contract based on 
Euribor. a benchmark lending 
rate set in Brussels. Com- 
panies and Markets, Page 21 

Hoechst and Rhdne-Pontenc, the 
German and French pharma- 
ceuticals groups, will today 
announce the combination of 
their drugs and agrochemicals 
businesses into Aventis, the 
world's largest life sciences 
company. European companies, 
Page 25 

BeRSoutti, the US telephone 
operator, has increased its stake 
in BCP Telecomunicacoes. the 
Sao Paulo cellular telephone 
company, to 44.5 per cent 
US Companies, Page 23 

News Corporation has swapped 
its US satellite television interests 
for stock worth about $1.5bn in 
EchoStar, the prospective partner 
it abandoned after a bitter split 
18 months ago. Companies and 
Markets, Page 21 

Singapore banking shares surged 
after the authorities eased the 
capital adequacy requirement for 
tier one capital to 10 per cent 
Asia-Pacific, Page 6 

Fiat is to sell a group of Turin 
office buildings to a special 
purpose vehicle to create Italy's 
first securitisation of commercial 
real estate. European com- 
panies, Page 25 

Slusodo, the Japanese cosmetics 
and toiletries group, is set to 
launch its cosmetic range in Ice- 
land next spring. Asia-Pacific 
companies. Page 22 

l.’.TZ PiTiGSS 

A comprehensive statistical guide to the 
euro curency zone, covering foreign 
exchange, bond and equity markets. 
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Total set for PetroFina takeover 


By Nail Buckley in Brussels 
and David Owen and Robert Canine 
in Paris 

Total, France's second-biggest oil 
group, is expected to announce 
this morning the takeover of 
PetroFina. the Belgian oil group, 
as the wave or mergers sweeping 
through the oil sector looks set to 
continue. 

The announcement will come 
only hours before Exxon and 
Mobil, the two biggest US oil 
companies, are expected to unveil 
details of their merger - the big- 
gest-ever industrial tie-up. 

Total is expected to announce a 
share-swap deal for PetroFina 
stakes held by Baron Albert 
Frtre - the secretive Belgian 
financier who controls 30 per 
cent of PetroFina - and by Bel- 
gian energy group Tractebel, 
which analysts estimated could 
be four Total shares for one 


French oil group likely to announce move for Belgian rival 


PetroFina share. Together with a 
put warrant, analysts suggested 
the value of the offer could he as 
high as BFris.OOO per share - 
well above Friday's BFrl4J250 
closing price. That would value 
PetroFina at BFr42i.6bn 
(*1158bn). 

Meanwhile, in another example 
of the frenetic activity in the oil 
sector yesterday. Royal Dutch- 
Shell, the world's biggest oil 
group, and Texaco of the US said 
they were not proceeding with 
their planned refining joint ven- 
ture. announced in September. 

Because Total would be paying 
a substantial premium to the 
market price for a 40 per cent 
stake in PetroFina, it would 
almost certainly be obliged under 
Belgian law to open the offer to 
all PetroFina shareholders. 

PetroFina, Total and the com- 


panies of Baron Frgre all said 
they would, make separate 
announcements at 6.30am conti- 
nental European time, but 
refused to confirm the reason. 
PetroFina announced a follow-up 
press conference for 10.30am in 
Brussels, and Total foT 3.30pm in 
Paris. 

The merger wave in the oil 
industry was triggered in August 
by British Petroleum's takeover 
of Amoco of the US. The prospect, 
of a prolonged period of low oil 
prices has accelerated a process 
that many in the industry believe 
was long overdue. 

The emergence of Total as' bid- 
der for Petrofina. one of Bel- 
gium's biggest industrial com- 
panies, came as a surprise after 
recent speculation centred on Elf 
Aquitaine, the other big French 
all company. 


In the past, Thierry Desmarest, 
Total's chairman; has been luke- 
warm towards takeovers and 
merges, noting that Total has' 
one of the fastest-growing pro- 
duction profiles in the industry. 
But analysts said a tie-up with 
PetroFina would strengthen its 
European downstream presence, 
as well as enhance its overall 
international exploration effort, 
especially in the -North' Sea. 

‘ Shares of PetroFma and Mr 
Frfcre’s companies; were 
suspended on the Brussels bourse 
yesterday pending today’s 
announcements - as were shares 
of Tractebel and its subsidiary 
ElectrabeL which together hold a 
further 10 per cent of PefroFina. 

. . Analysts were mixed , aver the 
tie-up's potential merits. Marc 
Debrouwer of Pete ream, Bel- 
gium’s biggest broker, suggested 


the deal would be earnings- 
enhaucing for Total up to a price: 
of BFrl 8,000 per.share. 

But Philippe Cantelaube, an oil; 
analyst with Credit Lyonnais!; 
Securities in Paris, warned: “Atj 1 
first glance. I cannot see the syn-- , 
ergies.” 

Elf is thought to have been; 
concerned that PetroFina's down- • 
stream activities in the US did 
not fit into its strategy. ; ' 

The late entry of Total may! 
have allowed Mr Frfere to achieve! 
his aim of extracting the best!; 


group, despite the worldwide oili 
industry downturn. 

It is also likely to leave Mr! 
Frtre as one of the largest single! 
shareholders in Total, a position! 
he already ' holds in another J 
French company, multi-utility ;• 
group Suez Lyonnaise des Eaux. i 


It 
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MOVE TO CREATE WORLD’S LARGEST BANK WILL INCLUDE PAYMENTS WORTH ^400M TO RETAIN PRIZED STAFF \§ 


5,500 jobs to go in 
Deutsche takeover 
of Bankers Trust 


By Tony Barter in Frankfurt 


About 5,500 employees, mainly in 
New York and London, will lose 
their jobs as a result of Deutsche 
Bank's SlO.lbn takeover of Bank- 
ers Trust of the US which was 
announced yesterday. But the 
German bank is allocating $400tn 
in incentive payments to stop 
highly prized staff from defecting 
to rival institutions. 

Rolf Breuer. Deutsche's chief 
executive, said half the job cuts 
would , fall in the global markets 
and equities divisions, a quarter 
among information technology 
staff and a quarter elsewhere. He 
declined to specify how many 
jobs would go in London and 
New York, but said there would 
be no job losses in Germany. 

Deutsche will ask existing and 
new shareholders for DM4bn 
(S3J3bm in fresh capital to help 
pay for the takeover, which will 
cost SlO.lbn and will create the 
world's largest bank with about 
|834bn in total assets. 

Deutsche's shares dosed more 
than 1 per cent lower at DMI04.7 
in what traders said was a mildly 
negative reaction to the acquisi- 


tion price, seen as slightly higher 
than expected, and to the bank's 
decision to raise new capital. 

But Mr Breuer said the 393 a 
share price was justified because 
the purchase would bring Deut- 
sche DM1.7bn in annual savings, 
and would increase its pre-tax 
return on equity to at least 26 per 
cent by 2001 from about 22 per 
cent now. He predicted Deutsche 
shareholders would receive a 
10 to 15 per cent increase In earn- 
ings per share from 2000. 

Deutsche intends to integrate 
Bankers Trust fully into its 
operations and Is spending up to 
S400m in an attempt to keep tal- 
ented employees vital to its 
newly enlarged US operations. 

The chairman of Bankers 
Trust, Frank Newman, joined Mr 
Breuer in arguing that critics of 
the takeover were wrong to 
assume that the two banks would 
find it hard to blend their cul- 
tures. He said both banks 
believed in relationship-hanking, 
or cultivating close ties with 
long-term clients. 

Mr Breuer described Bankers 
Trust as Deutsche's ■first and 
best choice" to assist Its expan- 


Hapsburgs attempt 
to reclaim property 
looted by the Nazis 

Archdukes seek to widen investigation 


By Richard Wotffe ii Washington 

A pair of octogenarian archdukes 
from the Hapsburg dynasty have 
launched an unlikely claim for 
compensation as victims or Nazi 
terror. 

Archdukes Felix and Carl- 
Ludwig Haps bur g-Lothr ingen - 
the sons or Carl, Emperor or Aus- 
tria and King of Hungary - are 
pressing the Austrian govern- 
ment to compensate the fomily 
for the Nazis' seizure of their 
extensive private property in the 
late 1930s. 

The Hapsburgs want the inter- 
national community to widen its 
investigations to encompass all 
Nazi victims, not just Jewish and 
other Holocaust survivors who 
have already won a SL25bn set- 
tlement from Swiss banks which 
kept cash and gold looted by the 
Nazis. 

"They lost their property and 
they should be compensated or 
repaid for that. We feel that we 
also have a right, since it was 
taken away by the same enemy, 
to our own compensation,'' said 
Archduke Felix. 

He was speaking on the eve of 
the conference on Holocaust-era 
assets which opened yesterday in 
Washington. 

Delegates from 44 countries are 


discussing claims over, unpaid, 
insurance, looted art and commu- 
nity property. 

The Hapsburgs are not asking 
for the return of their glittering 
palaces or extensive art collec- 
tions. 

They want restitution of sev- 
eral thousand hectares erf* forests 
and buildings, worth around $3m 
in the late 1930s. 

The Austrian government has 
sought to come to terms with the 
country's collaboration with the 
Nazis after Germany annexed 
Austria In 1938. 

The government In Vienna has 
set up historical commissions on 
art and property, but the Haps- 
burgs say their claims point to 
Austria's continuing unwilling- 
ness to confront its past. 

Archduke Felix, who now lives 
in Mexico, insists he is not inter- 
ested in the money. “We are not 
looking for financial compensa- 
tion, with the interest lost during 
that time. We are looking to get 
hack what we had and what was 
taken from us. 

“I do not need the money and 
these properties don't mean any- 
thing to me - except to put 
things right as they should be,” 
he added. 

Otooirar, Page 19 
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Deutsche Bank’s Rolf Breuer deft) and Frank Newman qf Bankers Trust in Frankfurt yesterday. They claimed cripcs ot 
the takeover were wrong to assume the two banks would find it bard to Wend their cultures. Picture; AP 


sion into the US, but acknowl- 
edged that he had examined “a 
number of candidates” before 
deciding that Bankers was the 
best flL 

“The more closely we looked at 
and the better we got to know 
Bankers Trust, the more we were 
convinced that it was a first- 
class strategic match for both 


companies.” Mr Breuer said. 

The takeover requires approval 
from shareholders representing 
two-thirds of. Bankers Trust 
shares and from US and Euro- 
pean Union regulators. IT there 
are no hitcheB, it is expected .to. 
be completed by next .May at the 
latest • 

Mr Breuer said that Deutsche 


hoped to obtain a listing on the 
New York Stock Exchange npxt 
year. Deutsche was advised by 
Goldman Sachs and Bankers 
Trust by Morgan Stanley Dean 
Witter. 

AHce in merger land, Page is 
Lex, Page 20 
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Italy ponders sending Ocalan back to Russia 


By James Blitz in Rome 
and Andrew Jack In Moscow 


Italy yesterday explored the 
possibility of expelling 
Abdallah Ocalan. the leader 
of the Kurdish Workers' 
party (PKK) to Russia, in its 
latest attempt to resolve a 
crisis which has damaged 
relations between the Euro- 
pean Union and Turkey. 

As the Italian government 
appeared increasingly uncer- 
tain over how to resolve the 


Ocalan affair. Lamberto 
Dini, Italy’s foreign minister, 
who is on a visit to Moscow, 
raised the question of send- 
ing the PKK leader back to 
Russia. 

After talks between Mr 
Dini and Igor Ivanov, Rus- 
sian foreign minister, nei- 
ther side was prepared to 
comment on the chances of 
Moscow taking Mr Ocalan 
back again. The PKK leader, 
regarded by the US and Tur- 
key as a terrorist, arrived in 


Rome on November 12 on a 
flight from Moscow. 

But Mr Dtni's hopes that 
Russia might now take back 
the PKK leader raised fears 
that Rome was more desper- 
ate than ever in its efforts to 
resolve the Ocalan affair, fol- 
lowing a decision by Ger- 
many on Friday not to file 
for his extradition to Bonn. 

Italian trade with Turkey 
has been badly hit by the 
Ocalan affair, following 
Italy’s unwillingness to 


extradite him to Ankara on 
the grounds that it retains 
the death penalty. 

Fears remain that tensions 
between the two countries 
could come to a head in Ist- 
anbul tomorrow, when 
Italy’s Juventus are due to 
play Turkey's Galatasaray in 
a top soccer fixture. 

Expulsion to Russia - or 
possibly some other state - 
is now seen in Rome as one 
of three possible solutions to 
a crisis that has dominated 


the agenda of Massimo D’A- 
lema’s government since ft 
came to power one month 
ago. 

The Italian and German 
governments are working an 
an attempt to have Mr Oca- 
lan tried by a “European 
court”. But Italian ministers 
fear such a court could not 
be set up by December 22. 
the date by which all extra- 
dition requests for Mr Oca- 
lan must be made under Ital- 
ian law. 


Asked by reporters what' 
type of international court 
might be set up. Rosa Russo 
-Jervoltno, Italy’s interior 
minister, answered: *1 have 
to speak frankly... I do not 
know and neither does the 
Italian government." . 

Another possibility is that 
Mr Ocalan, regarded by left- 
wingers in the Italian cabi- 
net as a freedom fighter, is 
given political asylum in 
Italy- - 

Miss JervoUno said a for- 


mal asylum procedure could 
begin on December 22, 40 
days after Mr ' Ocalan’s 
arrival in Italy. 

■ Mr D'Alema, on. a visit to 
London yesterday, also con- 
ceded that asylum was still a 
possible outcome to what he 
called "a dramatic emer- 
gency”- He . said that if a 
European court could not he 
set up, “we will have to 
decide between the asylum 
request and possible expul- 
sion”. 


Moscow Club unveils details 


of debt restructuring plan 


By Antfrew Jack in Moscow 


Negotiators representing 
Russia’s domestic creditors 
yesterday outlined details of 
an agreement reached with 
government officials over 
the restructuring of a 
number of state- issued 
financial Instruments. 

The so-called “Moscow 
Club" unveiled a plan that 
would allow a theoretically 
higher rate of redemption for 
institutional investors who 
were forced to place money 
in the so-called GKOs and 
OFZs than the general terms 
offered to foreign creditors. 

The details came ahead of 
meetings scheduled today 
between senior Russian 
ministers and top 


representatives of the 
International Monetary 
Fund over a further package 
Of finan cial aid. 

They also followed talks 
between the London Club 
and the Russian government 
earlier this month over the 
restructuring of its foreign 
debts to banks, and come as 
discussions continue with 
the sovereign lenders 
comprising the Paris Club. 

Separate bilateral talks are 
also taking place between 
many foreign and Russian 
banks over restructuring 
triggered by the August 
crisis, which led to defaults. 
Some have threatened legal 
action, but most have opted 
to try negotiation first 

The basic scheme for 


restructuring debt offers 10 
per cent in cash. 20 per cent 
in investment securities and 
70 per cent in 
interest-bearing paper. 

The alternative “Moscow 
Club” proposals to cover 
pension funds and other 
institutions would allow 30 
per cent cash. 20 per cent 
investment paper and SO per 
cent in interest-bearing 
paper. 

A group of about 20 
outside experts met 
yesterday in Washington, 
where the IMF is based, for a 
brain-storming session 
designed to come up with 
proposals for dealing with 
Russia's continuing 
economic crisis and to 
debate whether to extend 


further financial support. 

Michel Camdessus, head of 
the IMF, is due to arrive in 
Moscow this afternoon for 
two days of talks with 
Yevgeny Primakov, prime 
minister, and other top 
Russian officials. 


It will be the first time the 
two men have met since Mr 
Primakov became bead of 
the government. 


The Russian government 
also decided yesterday to 
postpone a cabinet meeting 
scheduled to finalise budget 
proposals for 1998. farther 
postponing final derisions on 
its revenue-raising and 
spending plans. The meeting 
has been rescheduled for 
December 10. 


Jacques Chirac, French president, and Gerhard SchrOder, German chancsBor, Satan to their .national 
a n thems hi Potsdam at the start or the Franco- G er ma n summit yesterday. The French and . German 
finance mbibters also mat in an effort to agree a joint position on the Inter na tional representation of 
the euro-zone, before flying to Brussels for a meeting this rooming of the euro-11 finance ministers AP 


UK and Spain launch joint initiative on employment 


By Davkf Write in Madrid 


Britain and Spain yesterday 
sent European Union part- 
ners joint proposals for 
employment policy which 
put strong emphasis on the 
need to liberalise labour 
markets. 

The joint declaration, 
timed just ahead of the EU 
summit in Vienna at the end 
of next week, carried an 
implicit warning to other 
members such as France and 


Germany against resorting 
to refiationary measures as a 
means of boosting jobs. 

In an unprecedented bilat- 
eral initiative between Lon- 
don and Madrid, the two 
governments argued for fur- 
ther economic reform to 
boost competitiveness. “The 
key to sustainable employ- 
ment growth in Europe is 
competitiveness in an envi- 
ronment of macro-economic 
stability,” they stressed. 

In terms which betrayed a 


strong UK hand in the draft- 
ing, the joint document 
calle d on the Vienna summit 
to give a firm commitment 
to “structural reform of 
labour, capital and product 
markets as the best basis for 
creating jobs in Europe”. 

The declaration, carrying 
the backing of Tony Blair, 
British prime minis ter, and 
Josg Maria Aznar, his Span- 
ish counterpart, was sent to 
heads of state and govern- 
ment of the other 13 EU 


members as well as to Jac- 
ques Santer. president of the 
European Commission. 

It came as EU members 
prepared to put forward 
updated employment guide- 
lines alter presenting indi- 
vidual “action plans” for job 
creation earlier this year. 

The UK- Spanish document 
argued that recent global 
economic turmoil made 
structural reform “all the 
more important”, and that 
such reform was essential if 


Europe was to reap the 
employment benefits of 
growth. It called far flexibil- 
ity in labour market regula- 
tion, less red tape for 
starting up businesses, bet- 
ter access to venture capital, 
and Improvements In wel- 
fare systems to make it 
financially worthwhile for 
unemployed people to take 
up work. . 

The joint initiative is the 
result of efforts by the UK 
and Spain to increase their 


cooperation inside the EU. 
despite their continuing dip- 
lomatic wrangle over the 
British colony of Gibraltar. 
A meeting between Mr Blair 
and Mr Aznar in southern 
Spain in April led to bilat- 
eral talks on labour policy. 

A follow-up meeting is 
planned next year, and 
Britain and Spain are due to 
stage their first regular bilat- 
eral summit in the spring. 

At the same tune, the UK- 
Spanish initiative enables 


Mr Aznar to reduce the polit- 
ical isolation of his centre- 
right government in an EU 
that has almost entirely 
moved to the left of centre. 

Spain continues to suffer 
from theEU’s highest unem- 
ployment rate, officially at 
18.6 percent 

. However, with economic 
growth of about 3.8 per cent, 
it now Haims to account for 
about half the 800.000 new 
jobs being created annually 
in the EU. 


Norway’s 
petroleum 
fund 
sees loss 


By Valeria SkfikHn Oslo 


Norway's petroleum fund, 
the investment vehicle for 
surplus oil revenues, yester- 
day reported a loss on 
investments of 3.6 per cent 
in the third quarter, and 
attributed the poor perfor- 
mance to the downturn in 
markets over the summer. 

The fund, set up in 1990 
and intended as a financial 
cushion once Norway's oil 
wealth declines, had until 
January Invested solely in 
interest bearing instru- 
ments, when it moved into 
equities for the first time. 

Only months after the 
Hying* in investment strat- 
egy, the fund produced a loss 
on equities of 15.6 per cent 
for the third quarter. Total 
equities held by the fund 
were NKr52J5bn <$7bn>. or 
approximately 37 per cent of 
total assets. 

Despite the setback, the 
fund grew to NKrHQ.Sbn 
from NKri3S^bn in the quar- 
ter after the Treasury trans- 
ferred NKrlObn from excess 
oil revenues at the end of 
September 30. The fund 
would otherwise have fallen 
to NKri305bn. at the end of 
June due to sharp price 
declines on leading stock 
markets worldwide. Norges 
Bank, the central bank. said. 

The central bank blamed 
the fund's losses on large 
market declines in Asia. 
Knut Kjaer. executive direc- 
tor of Nonas Bank Invest- 
ment Management, a unit of 
the centra] bank, said the 
development of the fund - 
should be looked at over 
time. The fund’s perfor- 
mance was already improved 
by its NKrfl8.3bn interna- 
tional bond portfolio, which 
generated a return of 4.6 per 
cent in the third quarter. 

“It doesn't startle me that 
[the fundi is down In the 
third quarter, M said Peter 
Warren, chief dealer at Fin- 
ansbanken in Oslo. *Tm sure 
it could have done much ' 
worse [as] most funds have 
been hit lately.” * 


r ' 

* w* 
















>wwa\\ 

fund 

set's lu Ss 


■sera--.. 
fc* < — 

»£..:< 
uv ■■• 

pn^f-d .-• 

ft »f-s 

ii-.--" 


Mri ...-..• 

Waiv. 
N-a.— - 

®<l*» r i 1 

pipur- 
* faVr. 

m» ■ 

tt» 

to .ti- 
res# ■ •• 

h*rfc •• • 

wt* • •- • 

lfat*! >-.• 

tasar f 
pH* *-N 

IV. ■(>-- 

fcrew .-* 

>M( t- •:-. 
-.; 

W.' .- 
fc Mv •-. 

IfWf •■• 
*Kh> *• 


•P»«r ►. 

fur • 

«TM *: 
til* . 

Uw< 






FINANCIAL times TTJESDAY DECEMBER I -1998 * 


news d ig est 


EUROPE 


■ww^ .^rs : fterman chancellor has his work cut out 

Brussels undecided over Gerhard Schroder has no shortage 'of advice from politicians, 

ucuiucu UVBI businessmen and trade unionists when it comes to how to 

Dan Oil chemicals in toys re ^ uce country's 4m jobless, writes Tony Barber 


oSun«KS?r *15" •* «* <* toxic cheml- 
SSteSSS. 1 ^ follwin S «« plication of new sd- 

the new data wouk# be analysed by ff* 
ComniBswn bM twere unlikely to “end theaJof 

d& ,hB ^ a ^ ban of ph& in ■ 
dummies, teething rings and toys. 

Consumer groups and the toy industry are at tooger- 

30800 0omm *wton should tSX/^ 
e^^toeEuropean consumers* organisation, which is 

30 immediate ban. said the new evidence sup-' 
Ported its campaign. 

in^a, indUStry da kT ? the information - contained 
m a Dutch report - confirms that phthaiates can be used ' 
soft toys. In June, the Commission voted against 
f P^toalates, a family of chemicals used to 

“jC- Tests have shown that two of them are toxic 
out toe danger to consumers is difficult to gauge as no 
renews method to measure the rate at which they migrate 
from pvc to the human body has yet been devaiopecL 

Jne Commission has urged the EU governments to carry 
out toetr own studies. Emma Tucker, Brussels 

BULGARIAN PRIVATISATION 

State bank stake for sale 

Bulgaria plans to sen a majority stake in its biggest state 
bank, Bulbank, by the end off next year, a government offi- 
cial said yesterday. “The privatisation mediator started 
work on the project today and at least 51 per cent of Bul- 
bank should go Into private hands within the nod 12 . 
months," said Petar Zhotev, the Bank Consolidation Com- 
pany's executive director. 

The sale agent, a consortium led by CAJB Investment 
Bank and including Credit Suisse First Boston and Arthur 
Andersen, will assist the BCC with a special audit review, 
due diligence and the valuation of Bulbank. 

The BCC, which manages state equity in local banks, 
holds 98 per cent of Bulbank. Mr Zhotev did not elaborate 
on when a tender for Bulbank might open. 

Earlier this month, Bulgaria's government and a visiting 
International Monetary Fund mission agreed to extend the 
deadlines for the sale of two state banks - Expressbank 
and Bulbank - to next year. 

Under the agreement, a tender for a sale of either of the 
banks must be opened by the end of March, with the sec- 
ond following by end-Juna Reuters, Sofia 


UN WAR CRIMES TRIBUNAL 

Bosnian Serb goes on trial 

A Bosnian Serb who has 
pleaded guilty to 31 
counts of war crimes and 
crimes against humanity 
went on trial before the UN 
War Crimes Tribuial in The 
Hague yesterday. Tribunal 
prosecutors have IhcSctad 
Goran Jefisic, nicknamed 
the "Serb Adolf* for his 
role in the death of 12 
Moslems and Croats In 
1992. on charges of geno- 
. ,q#8. Last month, Mr 
JeBsfc fcfQ, astonished 
observers by reveratag his 
. sector decJaratlons of inno- 
cenca. Altoough his guilty 
-f . \pJ6eemton an automatic . 
conviction ter war crimes and crimes against humanity- ■■■ 
and the BkeHhood of a maadmwn life sentence - Mr Jeteic 
has denied that the KHfings co n stit u te d genocide. 

By pressing on with a trial for genoeftte prosecutors wffl 
be dWe to can evidence about the backgrowidto the mur- 
ders, including Ibfr fovolwament of more senior Serbs To 
convict Mr JaBsfc of genocWa, prosecutors must prow 
that the murders were part of a camprign foteoded to 
wipe out an entire ethnic group in the northern Bosnian 
town of Brcko. - 

Mr JeBsic was arrested by Nflto troops In Bosnia Jn Jan- 
uary. AP, The Hague 


GEORGIAN ENERGY SE CTOR - 

Hydro-electric sale planned 

Georgia plans to sell contro ll ing stakes In seven hydro- 
electrtc stations and one thermal power station eariy n®4 
year, a senior government official said yesterday* 

Merab GabunM, deputy state property minister, saW foe 

stakes would be tendered to private investors to raise 

hinds to modernise the industry and pay for ene rgy 
imports. Foreign investors would have toe same rights as 

domestic bidders, he stfd. • . . . . “ 

Mr Gaburtia said the large Ingurt hyorostatton was not 
for sale due to its strategic Importance. None of the 60 
maip hydrostations to toe former Soviet republic are work- 
ing at full capacity as there is not enough money to man- 
tain them. 

Georgia's power sector privatisation programme was 
developed by Merrill Lynch, toe US Investment bartt The 

government recertty soW a ^pwcwt^ate«theT^si 

power distribution company to AES of the U S for _$2aru 
E xper ts say Georgia is sitting on a potential gold mine of 

hvSmesoun» thanks to its mountainous teratoato 

UnSads of rivers. World Bank estton 

Georgia has developed only 11 per<to«t of te hydro-elec- 
tric potential, Reuters, TWBsi • 



F or a government that 
wants Germans to judge 
it by its record on reduc- 
ing unemployment, Chancel- 
lor Gerhard SchrMer’s fledg- 
ling" • ‘centre-left 
administration can hardly 
complain of a shortage of 
advice. 

Businessmen, politicians, 
trade unionists and 
independent economists are 
pitching in with ideas as the 
government prepares to 
open talks on December 7 
with employers and unions 
on how to put Germany's 4m 
jobless back to work. 

Proposals . vary from 
union-inspired appeals for 
. shorter working boms and 
earlier retirement to 
employers* demands for 
lower taxes and social 
security costs, which, they 
say, will encourage 
companies to hire new 
■ workers. 

From, inside the camp " of 
Mr Schroder's powerful 
finance minister, - Oskar 
Lafantatoe, emanate visions 
of a weG-drfQed polity in 
which lower interest rates 
and tax cuts for the less 
well-off fuel consumption 
and economic growth, which 
in tom beget employment 
To that, the German 
Chambers of Industry and 
Commerce has a riposte: 
"The goal .of - cutting 
unemployment cannot be 
achieved by a one-sided 
economic policy based on 
demand and redistribution." 

If few agree on toe core, 
all recognise the gravity of 
the illness. Despite falling 
for the tenth successive 
month in October, 
Germany’s jobless total 

Investors 

seek 

refuge in 
Germany 

By Peter John 

F inancial Institutions have 
been pouring money into 
Germany at an unprece- 
dented rate as they struggle 
to protect themselves from 
the global economic down- 
turn. 

Figures published yester- 
day by the Bank for Iniema- 
tfonal Settlements toow that 
German government bond 
co n tract s were the second 
most heavily traded futures 
in toe world, and toe coun- 
try's Etuex exchange had 
overtaken the US Chicago 
Metal Exchange (CMS). 

In toe last quarter, 67m 
contracts traded on Eurex 
compared with 63m on the 
i CMS. The Chicago Board of 
Trade maintained its posi- 
tion as toe world leader in 
derivatives with 76m con- 
tracts. “Exchange traded 
business-soared as investors 
i withdrew massively from 
| risky assets and shifted their 
I exposure to liquid and high- 
ly-rated government bonds,” 
Slid the Basle-based central 
! bankers’ group. ; 

I The Shift began in the first 
half of the year when gSLTfan 
was moved from Asia to 
more stable, regions. It gath- 
ered pace in August -after 

Russia reneged on debt ‘ 

. It was most pronounced in 
the derivatives markets 
: because they can absorb big 
i movements of funds without 
j big movements to price. 

"During the period of 
uncertainty people have 
been using the derivatives 
market to buy insurance 
rather than selling their 
! underlying cash positions,” 
said Dan Harnett of BT Alex 
| Brown. • 
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stands at almost 4.11m, or 
10,6 per cent of the 
workforce, makiiig it the 
nation's Ugge^ and longest 
employment 'crisis since 
2S45. .: , - . ' 

- Statistics cannot capture 
the starianas of conditions 
to toe five states of former 
communist ' eastern 
Germany, where one to six 
workers has no job. 

Even that figure excludes 
thousands of people oo 
government funded public 
works t ratato g schemes. 
, “Our most urgent and 
grievous problem continues 
to be mags unemploymenL ft 
leads to emotional distress 
and toe collapse of social 
structures," - Mr Schroder 
told parliament on 
November 10. "to addition. It 
is costing the country 
.DiH7Dtm (JioohrO a year.” 

U nhappily for '. the 
chancellor,. ‘ the 
employment outlook for 
1999 is growing as dark as 
the late November, night as 
reports stream Into Bonn of 
. falling Industry orders, 
slackening exports, 
slumping . business 
confidence and slower 
economic growth. 

According to Deutsche 
Bank Research, it is unlikely 
companies will want to 
create new- jobs when 
growth is expected to 
weaken next year to 2 per 
cent, well below the 
economy’s potential. 

"The opposite is more 
likely. The number of jobless 
looks set to rise again to 1999 
and at the end of toe year 
win probably be over HXL000. 
higher than in December 


1996." ‘ 

Mr Schrdder and bis 
colleagues could be forgiven 
for cursing their bad luck as 
they watch Germany’s 
economic upturn shudder to 
a premature halt only weeks 
after they won power as the 
nation’s first Social 
Democrat-led government in 
16 years. But the realisation 
that growth alone may not 
provide Germans with new 
jobs in 1999 has led trade 
unions .to revive their 
long-standing proposals to 
cut the working week. 

“High productivity in 
industry and services and a 
declining , volume of work 
make a shortening of 
individual and .collective 
working time inevitable,” 
the German Trade Union 
Federation in a paper 
drawn up for next month’s 
Alliance for Jobs talks. 

Klaus Zwickel, leader of 
toe largest nwtnn, io Metall, 
wants, toe average working 
week, currently 85 hours to 
western Germany and 38 
hours in the east, cut to 32 
hours for his members. 

He also wants the 
retirement age, usually 
about 65, cut to 60. 

Such ideas are anattipma 
to employers exasperated by 
1G Mefall’s demands for a 6.5 
per cent wage increase next 
year and dismayed by the 
government’s plans to make 
companies bear the burden 
of a tax reform that will 
lighten taxes for low- and 
middle-income earners. 

Businessmen would 
instead like to see faster, 
sharper cuts in corporation 
tax as well as radical 
changes to Germany’s 



expensive pension, health 
and unemployment 
insurance schemes. 

Social security costs 
represent an effective tax 
rate of 42.5 per cent on 
employed labour, prompting 
many companies to say they 
cannot afford to hire new 
staff. 

The government points 
out that it is planning to use 
revenues from higher energy 
taxes to reduce social 
security charges. But even 
the government’s own 
independent Council of 
Economic Advisers says this 
does not go for enough and 
more must be done to help 
companies. 

Private sector economists 
say the Alliance for Jobs 
talks could stfll be useful if 
all sides accept practical 
proposals such as more 


part-time and temporary 
work, flexible working hours 
in economically depressed 
areas, and lower taxes on 
people joining the labour 
market for the first time. 

“The outcome is likely to 
be a trade-off where wage 
increases are kept low, some 
new forms of employment 
contracts are promoted. . . 
and work time flexibility is 
increased,” according to 
researchers at Credit Suisse 
First Boston. 

Such a compromise would 
not instantly transform 
Germany’s employment 
picture. But given the 
suspicion and hostility 
between government and 
unions on the one hand and 
business on the other, it 
might be viewed as the best 
available outcome under the 
circumstances. 


EU seeks 
accord 
on road 
pricing 

By Heine] Smith 
in Brussels 

European Union transport 
ministers were last night 
attempting to negotiate a 
ground-breaking agreement 
enabling six countries oper- 
ating a road pricing system 
to charge differential prices 
according to environmental 
criteria. 

There were also hopes 
they could conclude a 
related deal on road trans- 
port with Switzerland. That 
agreement would allow a 
gradual lifting of a Swiss 
ban on lorries over 28 tonnes 
and would pave the way for 
a free trade agreement 
between the EU and Switzer- 
land. 

Caspar Einem, transport 
minister of Austria, which 
holds the rotating presi- 
dency of toe EU. said last 
night ministers were close to 
concluding a deal establish- 
ing differential prices for lor- 
ries to the so called Eurovig- 
nette system run by Sweden. 
Denmark, Belgium, Ger- 
many, the Netherlands and 
Luxembourg. 

He said there were one or 
two points pending but he 
did not expect these to pre- 
vent an agreement 

He was less specific about 
progress on the road trans- 
port deal with Switzerland. 

Switzerland has been try- 
ing for six years to finaH«a a 
trade accord with the EU. 
Earlier this year Neil Kin- 
nock, transport commis- 
sioner. agreed a deal with 
Switzerland on lorries that 
would allow a phased Intro- 
duction from 28 tonnes now 
' to 40-tonne lorries by 2005. 
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ECB to set money supply target 



ECB watch 


By Wolfgang Muadiau 
In Frankfurt 

The governing council of the 
European Central Bank Is 
today expected to dedde a 
key parameter of its mone- 
tary policy strategy: a refer- 
ence value far the growth in 
money supply. 

The extent to which a cen- 
tral bank should target the 
money supply Is a hotly 
debated subject among econ- 


omists. Advocates of mone- 
tary targeting say that 
money supply remains the 
mast reliable pointer 
towards future Inflation. The 
critics say that the financial 
world has became so compli- 
cated that money supply is 
no longer relevant. 

The ECB recognises that 
the transition from ll 
national currencies to a sin- 
gle European currency con- 
stitutes a shock to the finan- 
cial system, which, may 
render the relationship 
between today’s money sup- 
ply and tomorrow's Inflation 
unstable. 

But Otxnar Issing. chief 


economist of the ECB. and 
his colleagues are not yet 
ready to abandon the con- 
cept completely. The ECB 
has therefore chosen a dual- 
track strategy to achieve its 
goal of price stability; a bas- 
ket of economic Indicators 
and a reference value for M3, 
a broad measure of money 
supply. The ECB's own defi- 
nition of M3 is also due soon. 

The ECB has not yet pub- 
lished M3 statistics for the 
euro-zone. But data horn the 
11 countries participating in 
Emu suggest that M3 is 
growing at a relatively sta- 
ble, annual rate of between 3 
per cent and 5 per cent Ana- 


lysts have concluded from 
the available data that the 
ECB may today set a refer- 
ence of 4 per cent Monetary 
officials said the ECB would 
announce a single value and 
not a range, as has been the 
practice at the Bundesbank. 

Thomas Mayer, European 
economist at Goldman 
Sachs, said an M3 target of 4 
per cent would allow for 
about 2 per cent inflation 
and 2 per cent growth. 
Unfortunately, be added, the 
calculation may not be that 
easy. The growth in money 
supply is also influenced by 
a third factor - the velocity 
with which money circulates 


In the economy. This in tom 
depends on how much cash 
and bank deposits compa- 
nies and individuals want to 
hold. 

For example, multina- 
tional companies, which cur- 
rently hold cash in up to 11 
different currencies, may 
need less cash after. .Emu 
because they will only need 
to manage their liquidity 
needs in a single currency. 

But individual savers may 
do the opposite and hold 
more cash until they decide 
how to invest their money 
under Emu. Some bankers 
are concerned that compa- 
nies may isle into cash, in 
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the autumn of : 1999 as an 
insurance policy the 

ndDeamium bug and the pos- 
siWefaBure by some com- 
putes: systems to handle the 
transition to the year 2000. 


' It is therefore not clear 
today whether Emu means 
that people and com p an ies 
will want to hold more 
money or less money. But it 
is important fbr anyone who 


.wants to make sense of the 
money supply data. 

This is the reason why On 
ECB will treat monetary 
aggregates with a pinch of 
salt - • 


Boom and bust for pig farmers as 
price cycle goes the whole hog 

Breton farmers have fled from beef to pork, only to see another 
agricultural sector turn sour, reports Robert Graham 


A s the door in the form 
shed opens 50 sows 
launch into a deafening 
chorus of high-pitched 


The noise is so loud Phil- 
ippe decides this 

is not the ideal place to 
explain the woes of a Breton 
pig-breeder. Instead he 
moves to the calm of a brand 
new building where the pigs 
are fattened up for market 
under a sophisticated silent 
system of computerised con- 
trols. 

“I have to send pigs off to 
auction this week, and 1 
know I'll be making a big 
loss," Mr Marchand says rue- 
fully. 

He is one of France's 
20.000 pig formers who have 
seen a spectacular price and 
production boom turn to an 
equally dramatic crash in 
the market for pork in little 
more than six months. 

More than half these form- 
ers are based, like him, in 
Brittany. This regional 
aspect has both localised and 
magnified the crisis since 
the rapid expansion of pig 
farming in Brittany has 
helped boost agricultural 
incomes in this rugged part 
of north-west France. 

"We have done everything 
possible to hold down costs 


but we are losing money 
heavily this year, and with- 
out government help we will 
have to rely on the goodwill 
of the banks." says Nathalie 
Marchand, who runs the 
form with her husband. 

The Marchands reckon 
they can cover their costs 
and pay themselves a mod- 
est FFr5,000 ($874) each a 
month if the pork price is at 
least FFriLS <$1.48) per Mo. 
At present the price is hover- 
ing around FFr5.5 a kilo - 
less than half the level of a 
year ago. 

Though their holding cov- 
ers almost 100 hectares, the 
pigs are reared intensively 
in the main form b uilding s 
and should account fbr three 
quarters of their revenue. 

L ike many fellow Breton 
farmers, the Marchands' 
farm has seen a fairly 
swift switch over the past 
decade from dairy, first to 
beef and then to pork to take 
advantage of market oppor- 
tunities. They moved into 
pigs in 1995 as a response to 
declining beef prices caused 
by the consumer scare over 
BSE, or mad cow disease. 

The Marchands hold a 
licence to breed from 160 
sows and the production pro- 
cess works with near mili- 


tary precision. The sows are 
stimulated to go on heat 
while placed in pens with 
boars nearby and then artifi- 
cially inseminated. After a 
gestation period of 115 days, 
the sows suckle their piglets 
for 28 days. Within a week of 
the piglets being removed, 
the sow once again begins 
the cycle of going on heat 
anrf being artificially insemi- 
nated. 

In this way the sow breeds 
2.4 times a year with an 
average Utter of U. 

“We think we are as effi- 
cient as one can be - being 
bigger does not produce 
more economies,” observes 
Mr Marchand. 

They have no help other 
than from part-time agricul- 
ture students and technical 
assistance from Porc-Ouest, 
a co-operative of 200 pig 
farmers in the Rennes 
region. 

Despite such efficient pro- 
duction, the Marchands and 
their fellow pig farmers have 
been caught by an unusual 
combination of events. 

Demand for cheap pork 
was first fuelled by the drop 
in red meat consumption fol- 
lowing concerns over BSE. 
On top of this, since the 
early 1990s the opening up of 
the Russian market and 



Poor oil outlook 
sparks Greek 
offshore closure 


French pig tanners protesting oarfier this month. Tha banner says: ‘At this pries, my piste la empty* 


expanding Chinese demand 
has presented huge opportu- 
nities. 

But this year, first the 
floods and a foreign cur- 
rency squeeze in China, then 
the financial crisis in Russia 
hit pork Imports from the 
European Union, which had . 
been running at 30,000 tons a' 
month. “We have also been 
caught out by our specula- 
ting on the Dutch being 
unable to produce much this 
year because of swine fever," 
says Mrs Marchand. “In feet 
they came back into the 
market in July.'' 

The French producers 
have been further squeezed 


by more competitive prices 
from Spanish HT id Danish 
farmers. In the case erf the 
Spanish formers, the Bretons 
feel they have lower over- 
heads and do not respect the 
strict environmental rules 
now applied to intensive pig 
farming in France. Indeed, 
French overheads have been 
pushed up by the need to 
respect tougher rules on the 
treatment of pig waste, 
which has caused pollution 
to rivers in Brittany. 

The pig formers have not 
stood by idly. A series of pro- 
tests have been staged - 
some orderly and some dis- 
orderly. One stunt involved 


letting pigs loose in city 
streets and supermarkets. As 
a result the government 
offered FFrlOOm in aid, sub- 
sequently frirratHring this by. 
a further FFriSOm, aid, while 
pledging to ensure tb gt the 
Elf went ahead with & spe- 
cial 100,000 tons sale to Rus- 
sia. 

But in the longer -term, 
both formers and agriculture 
ministry officials - believe 
some form of production 
curbs will be necessary. "We 
accept production cuts but 
only if they are negotiated 
property among all the £U 
producers," say the ‘ Mar- 
chands. 


By Kerin Hope In Athens 

The North Aegean 
Petroleum Company 
(NAPC), Greece’s only oil 
producer, yesterday shut 
down its offshore platform 
near the island of Tbassos 
because of the poor outlook 
for international oil prices. 

NAPC, controlled by Deni- 
son Mines of Canada, said 
monthly net losses were run- 
ning at $lm.Two new dril- 
lings in NAPC5 concession 
area west of Tbassos have 
proved unsuccessful and the 
company lacked, funds to 
make a third try. 

“We decided to cut our 
losses and stop production," 
said Ian Ashley. NAPCs 
chief operating officer. 
'Prices have struck a his- 
toric low and don’t look as if 
they'll come up.” He said 
procedures would start next 
week to dismiss the 455- 
strong workforce, unless the 
company’s unions reversed 
their opposition to manage- 
ment proposals to cut 100 
fobs and reduce salaries. 

NAPC is the second larg- 
est employer in the northern 
city of Kavalla, where the 
unemployment rate is above 
12 per cent The unions have 
rejected several proposals 
for job and salary cuts since 


. the company began maki ng 
lenses in January. 

Oil production off Tbassos 
started in 1981, when inter- 
national prices were close to 
$30 a barrel. Daily output at 
the Prinos fields has shrunk 
from 30,000 barrels a day to 
about 6.000 b/d but NAPC 
was keen to keep production 
going while exploring for 
new resources. 

The discovery of title Tbas- 
sos oilfields, the first exploit- 
able find in the Aegean, trig- 
gered a dispute over mineral 
rights, which brought 
Greece and Turkey close to 
war several times in the 
1970s and 1980s and is still 
unresolved. 

■ Standard & Poor's, the 
international credit rating 
agency, yesterday upgraded 
Its long-term rating for 
Greece from BBB- to BBB, 
reflecting growing confi- 
dence that Athens will be 
eligible to join the new- sin- 
gle currency by 2001, writes 
Akardy Ostrovsky. 

The new rating acknowl- 
edges the tight fiscal policy, 
which has helped reduce the 
government deficit from 15 
per cent of gross domestic 
product to an estimated 22 
per cent this year. 

Comraodttlas, Page 32 
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Where to make profits ? 

In Rhone-Alpes. A region of France with a population 
of over five million, the gateway to .Germany, Italy, 
Switzerland and Spain. A truly record-breaking region, 
host to the 1 992 Winter Olympics and site of the Mont 
Blanc, Europe's highest peak. 

Lyons, the region's cosmopolitan city, and a dense 
network of dynamic towns (Grenoble, Saint Etienne, 
Valence, Annecy, Privas, Chambery etc) make Rhone- 
AJpes on idea) centre for trade and communication. 
180 million Europeans can be reached in one -day by 
track and the capitals of Europe are only iwo hours 
away by plane. Conveniently located in the heart of the 
TGV high speed train network, 
this centre of excellence with 
more than 20,000 researchers 
is less than two hours away 
from Paris. 


Where to he successful ? 

In Rhone-Alpes. The birthplace of such well-known 
names os BSN, Rhone Poulenc, Salomon, Rossignol, 
the Merieux Institute, Cap Gemini 5ogefi and Boiron, 
Rhone-Alpes is now home to thriving companies like 
Hewlett Packard, Ikea, IO and Ciba Geigy. 

Where to enjoy life ? 

In Rhone-Alpes. In the heart of tfie Rhone Valley not for 
from Provence. The greatest concentration of ski 
runs in the world. Gourmet cuisine made famous 
by such names as Bocuse/Troisgros and 
Chape). 

Rhone-Alpes : the 
place to mix business 
and pleasure. 




H 


If ‘yiuir company 
is as dynamic as our negro;;. 
ibenyuubmv wry. reason : 
to he successful in Rbone-Alpes. 

To find out mow. contact :~ 

Jerome PUPAT 

ERAI - 104. route de Para - 692G0 Chartumwes (France) - Tat (33>4Z2 3833 BE - hoc (33)472 38 33 77 

; • ‘Email: go@erai:fr- Web: bttp://www.erai.fr ' 
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De la Rua is voted 


THE AMERICAS 


opposition’s choice 


fiamsttas 

Fernando de la RUa, the 
mayor of Buenos Aires, wffl 
for president of Arsen- 
una next year following an 
overwhelming victory in the 
opposition Alliance's pri- 
wary election on Sunday. 

Wr De la Rtta beat con- 
fess woman Gradela Fern- 
andez Meijide by 63 to 38 
points in the nationwide 
poll, with almost 95 per cent 
of the votes counted. 

The more conservative 
and economically orthodox 
of the two candidates, Mr De 
ia RUa swept most of the 
country, but was defeated in 
his own stronghold - Bue- 
nos Aires. Opinion polls 
show the Alliance ' consis- 
tently ahead of the ruling 
Peronist party in voting 
intentions for sect October's 
presidential poll, with 


advantages of 10 points or 
more. 

Mr De la R&a dutmwj vic- 
tory yesterday. pled g in g the 
Alliance would fight fbr "Jus- 
tice, solidarity, renewal of 
die nation and the struggle 
against corruption". 

The habitually stoney- 
feced. Mr De la Bfla only 
broke into a smUa w hen he 
balled Sunday's clinching of 
. the football league champi-.' 
onship by the Boca Juniors, 
his favourite twam, by wav- 
ing a Boca shirt over his 
head. 

Sunday's -vote confirms 
the centrist Radical party, 
which Mr De la Roa twwdB, 
as the senior partner in the 
Alliance, formed last year 
with the left-of-centre Fre- 


Mrs Fernandez Meijide, 
Frepaso’s strongest electoral 
asset, triumphed in the capi- 


tal and in greater Buenos 
Aires. 

■ But her poor showing else- 
where confirmed Frepaso as 
an . overwhelmingly metro- 
politan force, unable to over- 
come the might of the Radi- 
cals'. grassroots organisation 
elsewhere. 

- Turnout was low, with 
anlyaboufl2percBn£of vot- 
erspartidp&ting. 

.. The Alliance, an often 
fractious coahthm, appeared 
to come through the primary 
strengthened. In a joint 
prase conference later on. 
Sunday with a tearful Mrs 
Fernandes MeW<te, Mr be la 
RUa said she would not 
accompany him an the presi- 
dential ticket, but would run 
for governor of Buenos Aires 
pro v ince. 

Leadership of the prov- 
ince, the wealthiest and 
most populous, is one of the 



Competition b 
Canada phone 


boost for 


De la RQae scored an awemttebning victory 

country's most powerful The Peranists are due to 
political poets. Frontrunner choose their presidential 
for the vice-presidential candidate in primaries next 
nomination is Frepaso's April, with Bduardb 
Carlos “Chacho" Alvarez, Duhalde, governor of Buenos 
one of the Alliance's live- Aires province, as the long- 
strong collective leadership, time frontrunner. 

Growth held 
back by strikes 


By Scott Morrison In Toronto 

The Canadian telecommun- 
ications regulator yesterday 
announced it had lowered 
the rates that Former tele- 
phone monopolies could 
charge competitors for using 
their facilities to provide 
local services to customers. 

It is not yet clear whether 
the rates have been lowered 
sufficiently to enable com- 
petitors freely to enter the 
local market but at stake is 
the future shape of the 
C$8. 5bn 0JS$5.5bn) local tele- 
phony market in Canada. 

A number of longdistance 
service providers and wire- 
less operators have 
announced their intention to 
enter local markets across 
the country. They have been 
waiting tor the announce- 
ment by the Canadian Radio- 
television and Telecommuni- 
cations Commission (CRTCJ. 

Officials at Sprint Canada 


and AT&T Canada were not 
immediately available yes- 
terday. One analyst said the 
commission appeared to 
have lowered the interim 
rates by about one third in 
order to allow a handful of 
efficient competitors into the 
market while preventing a 
number of smaller, less effi- 
cient companies from 
launching a focal service. 

Yesterday’s announcement 
covered local loop rates - 
the rates which companies 
must pay to use an incum- 
bent's local network facili- 
ties. The services covered by 
the decision also include 
access to the 911 emergency 
service and message relay 
services. 

Bell Canafe and Telus had 
requested that the loop rates 
average more than C$90 per 
month per line, for higher 
than rates in many US 
states, such as California, 
where local loop rates avw> 


age Cfl&M. The rates vary 
according to a number of 
factors, including population 
density. 

The regulators set the 
rates based on a formula 

♦hat mi«Mw 1 the liwimlipnhi 

to cover their coats plus a 25 
per cent mark-up. 

But de te r m ini n g thn true 
cost of providing a local ser- 
vice was a key area of con- 
tention among the telephone 

rampant pk. 

The'CRTC last year set 
interim rates based on what 
the local telephone compa- 
nies said wee their costs. 

Other possible service pro- 
viders,. such as Sprint Can- 
ada, owned by Call-Net 
Enterprises, had argued that 
tin interim rates filed by the 
telephone companies were 
much higher than corre- 
sponding rates in the US and 
would effectively prevent 
competitors from entering 
tine Canadian market 


By Edward AJden in Toronto 

Canada's economy Slowed to 
an annual growth rate of l£> 
per emit in the third quarter 
of the year, sharply lower 
than the 4.4 per cent rate 
recorded in the same period 
of 1997. . 

But there are Indications 
that the economy, which 
was hurt by strikes in the 
vehicle manufacturing and 
construction sectors, will 
produce stronger growth 
over the remainder of the 
year. Retail inventories Ml 
by C$4.6bn <US$3bn) In the 
quarter and the build-up of 
inventories also slowed 
down among manufacturers 
and wholesalers, setting the 
stage for a modest rebound 
in the fourth quarts-. 

Most economists are 
expecting growth of between 
2 and 2K per cent over the 
last three months of the 
year. 


The weak third quarter 
numbers followed similarly 
slow 1.4 per cent growth in 
the second quarter. The 
third quarter slowdown was 
led by a 2.6 per cent drop in 
residential investment and 
by slowing business invest- 
ment, which increased only 
0.7 per cent 

Exports continued to be a 
bright spot, however, as the 
strong US economy helped 
to prop up weaker domestic 
demand in Canada. Exports 
rose 1.4 per cent during the 
quarto. 

Separately, the weak 
Canadian dollar also eased 
Canada's balance of pay- 
ments deficit in the third 
quarto. 

The deficit fell from a 
CSHXStm annualised rate in 
the second quarter to a 
c&7.6fan aTinnnltaed rate last 
quarto, according to Statis- 
tics Canada, the Canadian 
reporting agency. 
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Court 

rejects 

N-waste 

appeals 

By Shflpi Mohan la Washfetgfcn 

The US Supreme Court 
yesterday left unchanged a 

ruling that the federal gov- 
ernment may be sued for 
damages resulting from a 
failure to collect nuclear 
waste from disposal sites. 

The justices, without com- 
ment, turned aside appeals 
by nuclear reactor ope rato rs, 
the ' US government and 
some individual states 
against a lower court rating 
that the government could 
not be required to dispose of 
waste but could be sued to 

rtemug wg 

Delays In constructing 
proper storage facilities have 
left more than 34*000- tons of 
nuclear waste at 72 civilian 
nuclear sites in 84 states. A 
number of states sued the 
Department of Energy to up 
■to film for damages caused 
by delays in waste collection 
and construction of a proper 
site to waste disposal. 

In a 1962 federal law. Con- 
gress said that the govern- 
ment would find a place to 
bury the nuclear waste by 
February 1, 1996. 

But tiie Department of 
Energy is still in the process 
of evaluating different sites 
to construct the nuclear 
dump and a site wQl not be 
ready to accept the unclear 
waste until 2010. 

When Department of 
Energy officials realised the 
1996 deadline would not be 
met, they interpreted the 
1962 ruling to mean the gov- 
ernment no longer needed to 
collect nuclear waste from 
sites unless a secured stor- 
age facility was completed to 
receive the refuse. 

A US Circuit Court of | 
Appeals In Washington . 
backed the Department of 1 
Energy’s interpretation. 
However, the Appeals Court 
added that the Department 
of Energy could be sued by 
groups that relied on the 
1996 waste disposal plan. 

Eleven utility companies i 
went ahead and filed a 
Supreme Court appeal 
a gains t the US Department 
of Rnw g y for damages rang- 
ing from $70m to $l<5bn. 


Chile minis ter 
takes Pinochet 
case to Madrid 


By David MMs In Madrid «d 

Andrew Parker hi London 

Jose Miguel Insula, Chile's 
foreign minister, flew to 
Madrid yesterday after press- 
ing his case in London for 
allowing Auguste Pinochet, 
the former dictator, to 
return to Chile rather than 
be extradited to Spain. 

He said an arrival he had 
"no expect a tions" from his 
Spanish visit. He was sched- 
uled to meet Jose Marla 
Aznar, the prime minister, 
today in a series of talks 
with ministers, politicians 
and legal authorities. 

Although the Spanish gov- 
ernment has officially 
backed the extradition 
request drawn up by exam- 
ining judge Baltasar GarzOn, 
it has no desire to see Gen- 
eral Pinochet sent to Spain 
and would be greatly 
relieved if extradition could 
be avoided and relations 
with Chile safeguarded. 

Yesterday the London hos- 
pital where Gen Pinochet is 
waiting to team whether he 
will be extradited told him to 
leave because he no longer 
needed its care. 

The announcement that 
the general was fit enough 
to leave hospital appeared to 
narrow the options open to 
Britain's home secretary. 
Jack Straw, who must decide 
whether to authorise extra- 
dition proceedings by 
December 1L 

Commentators had 
suggested that one way to 
resolve the potentially 
embarrassing rfifamwi* over 
what to do with the general 
would be to Mr Straw to use 
his po wer s to block extradi- 
tion on compassionate 
grounds, based on Gen Pino- 
chet's age and poor health. 

Mb' Aznar, who was in 
southern Portugal yesterday 


for a Spanlsh-Portuguese 
summit, said Spain would 
raise no objection If Britain 
denied extradition. However, 
if Britain granted the 
request the Spanish govern- 
ment "must accept that”, he 
said. 

Last night the British For- 
eign Office confirmed that 
Robin Cook, foreign secre- 
tary, had discussed Gen 
Pinochet with Madeleine 
Albright, US secretary of 
state, on November 2L 

The telephone conversa- 
tion took place before the 
House of Lords ruling that 
Gen Pinochet was not 
immune from prosecution 
for acts committed while 
head of state. 

A Foreign Office spokes- 
man said: "Robin Cook 
pr pinTT*pd then that it was a 
judicial matter before the 
courts and looking ahead, in 
the event of the Lords decid- 
ing be did not enjoy immu- 
nity. it would be a matter for 
the home secretary." 

Chile is the second biggest 
purchaser of UK defence 
goods in Latin America after 
Brazil, and Gen Pinochet has 
been a key contact 

George Robertson, the 
defence secretary who met 
Mr Tn«niwi yesterday, said: 
1 explained to the foreign 
minister that.. the next 
stage of the extradition pro- 
cess Involves a decision by 
the home secretary acting 
independently in accordance 
with his statutory responsi- 
bilities, and is not a matter 
for collective ministerial dis- 
cussion.” 

■ Britain yesterday became 
among the first to sign the 
UN statute to set up an 
International criminal court, 
Michael Littlejohns reports 
from New York. It will start 
after 60 countries have rati- 
fied the statute. 


On thn wtb today 

• Trinidad and Tobago confident of surviving storms 

• Quebec goes to the pods 

• New town adds to squeeze on lemon forms 
http^Awww Jtcom/arnericas 



CABLE ft WIRELESS 


We have Customer Service Centres 


located around the world. Which means that 


wherever In the world our customers 


are and whatever their problem might be, 
we make sure that they’ll be able to speak to 


someone in their own bnguage. 


It’S for reasons like this that we c reared 


Cable ft Wireless Global Businesses. 


A genuine response to our customers' needs, 


It means we can deliver the world-wide reach 


they demand and guarantee network reliability. 
Cable & Wireless is one of die world's largest 


carriers of international traffic. 


W* want to lead the world In integrated 


communications. 


If anyone can do it Cable ft Wireless can. 


AndwilL 


For more Information please call: 

+44(0)171 315 6196 
www.cabiewireless.com 
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ASIA-PACIFIC 


Australia eyes 
opportunity in 
Asian turmoil 


By Gwen Robinson in Sydney 


Economic turmoil in Asia 
has generated new opportu- 
nities in private Infrastruc- 
ture financing, despite the 
sharp cut in forecasts for the 
region's needs, according to 
an Australian government 
report. 

“There is enormous ner- 
vousness about committing 
funds in the Aslan 
region. . . But we think it’s 
a good time for Australian 
companies to go in," said 
Michael Porter, a private sec- 
tor consultant involved in 
the study. 

"Depreciation has taken 
place; asset shakeouts have 
occurred, it's a mixture of 
volatility and opportunity - 
but only for fairly well-in- 
formed companies and those 
who can structure deals or 
contracts in a fairly complex 
way." 

The report concluded that 
east Asian economic growth 
would slow to an average 5-7 
per cent In the next decade, 
from 7-8 per cent in the 
1980s. But South Korea, Mal- 
aysia and China were among 
countries which had 
■announced new infrastruc- 
ture expenditure worth bil- 
lions of dollars. 

The report, to be published 
today by the government’s 
east Asia analytical unit, 
says Asian private infra- 
structure financing peaked 
at $36bn in 1996 before 
plunging to $l7bn in 1997 
and again to $14bn in the 
year to August Before the 
financial crisis took hold. 
Asia's infrastructure needs 
were expected to exceed 
$1 ,500b d over the next 
decade. The forecast has 


now been cut back to 
S1.000bn-$l,200bn, with 
China accounting for half 
the total demand, the report 
said. 

In the year to August, the 
greatest decline was in pri- 
vate infrastructure financing 
in Malaysia and Indonesia, 
down 80 per cent and 60 per 
cent respectively on 1996. 
The worst affected sectors 
were telecommunications 
and transport, where private 
financing was down more 
than 75 per cent on 1996. 
Energy investments held up 
In 1998. hut electricity sector 
activity was likely to slow 
significantly over the 
medium term. 

The region's infrastructure 
needs were "still enormous" 
and would produce "signifi- 
cant commercial opportuni- 
ties for Australian compa- 
nies after the crisis-hit 
economies bottomed out in 
1999-2000". In the short to 
medium term, policies to 
stimulate demand and create 
employment in the worst 
affected economies should 
boost infrastructure demand, 
the report says, as well as 
multilateral and bilateral 
assistance. 

A positive aspect of the 
financial crisis lay in 
increased pressure on 
regional governments to 
restore investor confidence 
through "vigorous pursuit" 
of reforms in legal, tender- 
ing, regulatory and financial 
market fields, hi China and 
the Philippines, private 
infrastructure investment 
had "held up well” due to 
successful introduction of 
build, operate and transfer 
legislation to encourage pri- 
vate investment 


Singapore eases 
bank ratios 


By Sheila McNulty 
ta Kuala Lumpur 


Singapore hanking shares 
surged yesterday after the 
authorities eased the capital 
adequacy requirement for 
Her One capital to 10 per 
cent, from 12 per cent 

The move was seen as a 
further attempt to liberalise 
its financial system to make 
it more competitive at a time 
of regional economic difficul- 
ties. 

Analysts said the easing 
would encourage lending in 
the tight market brought on 
by the Asian financ ial crisis, 
and as a result investors 
poured into bank stocks. 

Singapore's four main 
banks were among the top 10 


gainers in price yesterday, 
helping to push the Straits 
Times Index up 1.6 per cent, 
or 21.79 points, to 1416.55 
points, compared with Fri- 
day’s close. 

Investors have come 
increa sin gly to regard Singa- 
pore as one of the safest 
places to put their money in 
a region that is struggling to 
get through a protracted eco- 
nomic crisis. 

The authorities have 
guided the country's compa- 
nies in cost-cutting and 
urged belt-tightening. * but 
have not bailed out favoured 
groups or shut the doors to 
competition, as some neigh- 
bours have. 


Editorial comment, Page 19 




ZanurZaksria, defence lawyer of the acted Malaysian finance m inister, Anwar foraMm, at the Koala Lumpur high court yesterday after 
tie was sentenced to three months m jaf for contempt. Mr Z&karta had fifed an afbdavft arxustng the prosecution fn Mr Anwar's case of 
trying to obtai n Use testimony. Ms appeal w9 be h ea r d on Friday. Reuters 


ECONOMIC DATA THE CONSENSUS IS GDP WILL DECLINE FOR FOURTH QUARTER IN A ROW 


Grim outlook for Japan economy 


By Jufie Hess in Tokyo 


Grim data cm housing starts 
and construction orders for 
October released yesterday 
underlined the continuing 
grave state of the Japanese 
economy. 

Housing starts declined by 
123 per cent year on year to 
104,291 units, down for 22 
consecutive months. Con- 
struction orders received by 
Japan’s 50 biggest construc- 
tion companies fell 14.7 per 
cent to Yl,002bn ($8-28bn) 
down for the tenth consecu- 
tive month 

The data were published 
as Masaru Hayami, governor 
of the Bank of Japan, who 
warned that the Japanese 


economy continued . to 
worsen and that private cap- 
ital spending remained 
weak. He said jobs and 
income conditions were 
becoming more severe. 

This appeared to confirm 
fears that Japan’s gross 
domestic prod net in the 
three months to September 
could contract, the fourth 
quarter of economic decline. 

A Reuters poll oT 16 econo- 
mists indicated It would con- 
tract 0.6 per cent quarter on 
quarter. The actual GDP 
data will be published on 
Thursday. The main reason 
for what would be an ann- 
ualised contraction of 2.4 per 
cent is likely to be the 
depressed private sector. 


with consumption and 
investments remaining 
weak. 

Weak private consump- 
tion, partly caused by fears 
about future income pros- 
pects, was partly behind the 
decline in housing starts. 
Peter Morgan, economist at 
HSBC Securities in Tokyo, 
said: "People are holding offi 
as they are waiting to know 
more about the tax changes, 
especially regarding con- 
sumption taxes.” 

The rate of decline in own- 
er-occupied housing starts 
has slowed, de clining by 
only 2 per cent fn October. 
Dresdner Kteinwort Benson 
said single-family home 
applications far loans from 


the Housing Loans Corpora- 
tions are increasing; suggest- 
ing a p o t ential improvement 
for private housing starts in 
future. 

Tte construction order fig- 
ures showed a mixed pic- 
ture. As a result of the pub- 
lic spending programme, 
orders from the public sector 
rose by 2.9 per cent to 
Y384bn. However, in view of 
last month’s 19.5 per cent 
increase, the October figure 
was disappointing. Indicat- 
ing that the public spending 
effect is fading out. The 
much more important pri- 
vate construction sector is 
far from a recovery, with 
orders decreasing by 22J7 per 
cent to Y559bn. 


Chaebol forced to think again 


By John Burton fat Seoul 


South Korea's chaebol, or 
leading conglomerates, yes- 
terday agreed to submit new 
restructuring plans fra- sev- 
eral troubled industrial sec- 
tors. 

This development came 
after the government 
rejected their demands for 
large debt write-offs, in a 
sign of growing pressure by 
the state on the conglomer- 
ates to reform. 

The family-run chaebol 
have asked for substantial 
debt relief in merging their 
petrochemical, aerospace 
and rolling stock 
operations under a 
state-sponsored programme 
to cut excess production 


capacity in seven industries. 

But the government said 
the chaebol should assume 
responsibility for bad invest- 
ment decisions. 

. The proposed mergers, 
indnde Samsung and Hyun- 
dai in petrochemicals; Hyun- 
dai, Daewoo and Haqjin in 
rolling stock; and Samsung, 
Hyundai and Daewoo in 
aerospace. 

The Federation of Korean 
Industries, the big-business 
lobby group, warned that the 
assumption of debt by the 
chaebol “will raise serious 
problems with large share- 
holders" that could result in 
lawsuits. 

However, the federation 
agreed to submit revised 
restructuring plans next 


week that would indude pro- 
posals to attract foreign 
investment, cut excess 
capacity and reduce work- 
forces. 

President Kim Bae-jung 
Will bold a meeting with the 
chaebol, creditor banks and 
government officials, next 
week, in order to se4k “a 
complete solution" to the 
problem of chaebol reform. 

The chaebol have been 
blamed for causing. Korea’s 
economic crisis' through 
reckless expansion that 
resulted in a debt crisis for 
the banking sector. 

The government has 
become impatient at the 
slow pace of industrial 
restructuring among the top 
five chaebol and is threaten- 


ing to cut bank lending to 
them wnlami they accelerate 
efforts to rid themselves of 
unprofitable businesses and 
concentrate on core indus- 
tries. . i . ._ \ ^ 

tpfl to demand that the chae- 
bol should reduce the num- 
ber of subsidiaries by over 
half to cut their large debt 
burdens to twice their equity 
by the end of 1999. 

The Financial Supervisory 
Commission, which oversees 
South Korea’s financial and 
corporate restructu rin g pro- 
gramme. warned that indus- 
tries involved in the merger 
programme could .be placed 
under the control of creditor 
banks if the chaebol do not 
produce satisfactory results. 
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ISLANDS DISPUTE 


Manila arrests Chinese 
fishermen near Spratiys 


___ m.unnhii miiu hns arrested 20 Chinese fishermen 

SBff* 

found by patrol boats five mHes off Mischief Reef, no 

"«£*» of sodium cyanide UMd »*"**»«" 
cated. The mother vassal 

Tension flared over the reef last month when the Phffip- 
plnes accused China of sending armed sWps to I 

Manila said resembled structures for mffitay im&Bepr® 

has rejected Manila's protest and refusedtoi 
facilities, saying they arefchenuen ssh^fl^Cfwvi tj» 
proposed the two courtrlMjOiriW use toteOftfe PNIt>> 
pine officials are studying the offer. Reuters, Mama . 
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THAI OUTPUT 




Economy still shrinking 

Thailand's economy continued to contract in October, but 
more slowly than In previous months, the Thai central 
bank yesterday. Manufacturing output fen 5.4 per cent 
veaixjn-yoar in October, against an 8.9 per cent faH In 
September. Private investment fell 22 per cent year-on- 
year In September, against a 21 per cart faH in August. 

Capacity utilisation was 52 pa cent in October, com- 
pared with 50.3 pa cent in September. The centre! bank 
befieved this indicator had already reached Its lowest 
point. Domestic consumption, as evidenced by vehrcte 
sales and electricity consumption, was also believed to 
have stabilised. 

October’s trade surplus was $1.1 bn, against Sl-Zon foe 
previous month. The balance of payments surplus was 
$342m in October {$376m in September The dollar value 
of exports fefl 12.5 per cent year-on-year in October, 
despite three straight month -on -month increases. Imports 
fell 25 pa cent year-on-yea In October, up from a 32.3 
pa cent decline in September. Ted Bardacke, Bangkok 
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HUN SEN SWORN IN 


Pledge to alter policies 


... -A-l.-t 

I 


Hun Sen was sworn in as Cambodia's new sole prime 
minister yesterday and pledged to alter government poli- 
cies radically despite keeping many old faces In his new 
cabinet He promised anti-corruption measures, judicial 
in dependence^ economic reforms, a streamlined dvfl ser- 
vice and respect for human rights. 

One observer, called it a "laundry list' of concerns voiced 
by foreign donors, who provide nearly half the Cambodian 
government's budget 

"The government will change priorities in use of the 
national budget to serve areas supporting production and 
favourable for private investment, social affairs and public 
health," Hun Sen said. Keat Chhon stays on as finance 
minister, essential given his long-standing relationship with 
the donor community. Cham Prasidh stays as commerce 
minister, as do the co-ministers of interior and defence. 
The new foreign minister is Ha Nam Hong. Ted Bardacke 


V 
J . 
t 
% 


.Vi*. 


, • *v. 
-»■ "■ •' 
- -,. p i 


JAKARTA DELAY 
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Suharto inquiry postponed 


A commission to investigate corruption allegations against 
former Indonesian President Suharto has been postponed 
because not enough people have agreed to join it Presi- 
dent B J. Habibie had been scheduled to announce the 
commission's composition this week. State secretary 
Akbar Tanjung said 30 people had been invited to sit on 
the pane! "but not aH have replied". 

Yohanes Yacob, Mr Suharto's legal adviser, has said the 
government could.be threatened if Mr Suharto was made 
to face corruption charges. Mr Akbar said the commission 
would have power to examine Mr Suharto's records, but 
would have no authority to search for money allegedly 
moved overseas. Mr Suharto has denied wrongdoing. 

AP, Jakarta . 
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Rising deficit and job losses bring 
additional misery to Hong Kong 


By Louise Lucas in Hong Kong 


Hong Kong, already nervous 
at official expectations that 
the economy will shrink 5 
per cent this year, was beset 
by fresh economic misery 
yesterday with reports of a 
rising fiscal deficit and more 
job losses. 

The government, which 
has started making monthly 
financial reports, said there 
was a fiscal deficit of 
HK$50.1Gbn «JSS6-5bn) in the 
first seven months of the 
year. 

It said tax receipts nor- 
mally arrived at the end of 
the year and a substantial 


deficit at this stage was not 
unusual. 

Unemployment is at a 17 
year high of 5^5 per cent, and 
expected to climb higher. 
The latest casualties are 
from Hong Kong Aircraft 
Engineering (Haeco), which 
said yesterday it would fire 8 
per cent of its 4,500 workers. 

Fiscal reserves stood at 
HK$415.6Sbn at the end of 
October, a fall of HK$4126bn 
since the end of March. The 
smaller difference is due to 
investment increases in the 
land fund, which holds reve- 
nues from government land 
sales. A fiscal deficit at the 
March year-end was sig- 


nalled In summer, when the 
government unveiled mea- 
sures to stimulate the econ- 
omy. These measures, which 
include a nine-month freeze 
on government land sales, 
were initially expected to 
result in a deficit of some 
HK*21bn. 

However, private sector 
accountants reckon the fig-, 
ure will be closer to 
HK$50bn. Recession has 
eroded traditional sources of 
revenue, including taxes, 
while stamp duties hare 
been pared back by lower 
turnover on the stock mar- 
ket. 

At the same time, expendi- 


ture is rising. The govern- 
ment is unrolling an ambi- 
tious infrastructure pro- 
gramme and is also under 
pressure to develop , a more 
comprehensive welfare net 
Welfare, in line with low 
taxes, has been rudimentary, 
a fact now gaining attention 
with rising unemployment 
Yesterday PK Chan, man- 
aging director of Haeco, said 
the downturn in aviation, 
competition and higher oper- 
ating costs explained the 
need for job cats. Economic 
adjustments were “essential 
to secure the long term 
future of the company," he 
said. 


NTERNATIONAL ECONOMIC INDICATORS; prices and competitiveness 


Yearly Bgures as Shown In Index form wfth the common bass year of 1985. Tb# real exchange rate la an Max throughout other quarterly end monWy ftguraa : 
the percentage change overtfie conapoRdtag period fn the pre vi o u s year and. are positive unless o fheewte stated. 
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MFS AMERICAN FUNDS 
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& Compartimants MuMpiea 
<1, boulevard Royal Luxembourg 
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NOTttETO SHAREHOLDERS 

Nonce s hereby given to me shareholders that, pursuant <c the investment 
Management Agreement Mraci on Febnory 4,1992 between the Company and MFS 
ksamadorai Ltd. fMa."). me Board ol Dksaors of the Company has decided to 
increase tire annual Investment Management Fee framl00% tol.15% vt«h respect » 
the Subhmte UPS AMERICAN FlINOS - US EQUITY FUND, MFS AMERICAN 
FUNDS - US EMERGWG GROWTH RIND end MFS AMERICAN FUNDS - 
US RESEARCH FUND (caOecftiely. the "Funder). 

7i» new annual taMsanenr Menagamers Fee tar tiw tows Subfunds star become 
ettectlve on Menh 1.1999. three monlfaaltBf me r xitWua t lo n ol rhe a nodoe. 

ML and MessachusaeK Financial Services Company fMFSl. Ihe Finds - ati> 
Invereme re m anager. cgnBnurgyertrre sa pravtde tap quaByaendces to tire Fas ta. As 
Bub-investment manager. MFS emptoys a bottoriMp research process which 
rsqufres ■» devotkm of N g nW c an t etofl and reaaurcee. ML and MFS are taring 
increased oases, ssa tu n ing torn tire go tta i g c o mptex fly of the reaaontii anti 
ta v aaa n an t management process. Dua» the global nataaot tire Funds, MFS must 
Invest hearty n computer systems and snafysta todyikyws that are expansive to 
maottata. Together wtih MFS 1 kwastmem professionals. then systems and 
tachntquea farm tire b a ddtona of MFS In-depth. bottom-up research process, in 
atUdoa MFS cotmnuaay seeks id bBibci end retain tqp level research and 
tavenmer* management Went ta order K> provide high puaBy and mwativB 
services to Out Funds. 

In tight al those and certain otiter facam.MIL has oondbded that Ae compensation 

paid by me Funds la MIL should be Increased m order id aastst MR. and NFS in 
cwitmulng to provide the Fields with Ngfi quaHy tmrestmert advisory and 
management aanHcaa. 

H owever , tin aharaholltew Ol MFS AMSWCflN FUNDS- US EQUITY FUND. NFS 
AMEHCAH RINDS - US EMERGING GROWTH FUND and MFS AMERICAN 
FUNDS - US RESEARQ1 FUND ere given tile possHRy to request tita redatrndon 
rt men shares or me conversion of ttrerrsharea Into shares of another smtana free 
of any chad^. one morth btaore the entering hn force ol Bie new annual bnesanem 
Manageawntnetardiese StotondB.tiusietaaBy. durtagapenodof one monn ea cf 
February L 1099 irSMwch 1,1899. 

An updated Prosperous reflftOrtg such change stwti be el the disposes ol Da 
BharehoMere esd.Januefyl.1999. 

By orterol Ore Bawd at DrerSore 
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Lebanon’s 
billionaire 
PM quits 


5. .i5?* SdwfWd to Bfifaut 

Lebanon's political crisis 
owpened tost night, as Rafla 
al-Hariri. the prime minister, 
surprised his countrymen by 
refusing to accept another 
5 mandate, citing an alleged 
constitutional breach by 
uewly-elected President 
Emile Lahoud and MPs. 

Mr Hariri hinted that be 
would continue his political 
career as a member of the 
opposition, “to make sure 
that liberty and freedom of 
speech is preserved*’. 

Mr Hariri has tendered his 
resignation on previous 
occasions, only to withdraw 
it later. This time, however, 
be denied that be was bluff- 
ing. “The very clear viola- 
tion of the constitution.” 
made it impossible for him 
to remain, he said. 

On Friday night, two days 
of consultations between the 
president and Lebanon's 128 
parliamentary deputies bad 
produced a three-way split, 
with 83 in favour of Mr Hari- 
ri's re-election, a handful 
opposing his return to power 
and 21 MPs requesting that 
the president endorse which- 
ever candidate he wished. 

Mr Hariri said he regarded 
this development as a clear 
breach of the Taif agreement 
on Lebanon's constitution 
which ended the 1975-90 civil 
war, and a dangerous prece- 
dent for a democratic coun- 
try. 

"The nomination of the 
prime minister has to be 
through the deputies and the 
deputies have no power 
whatever to sign over their 
power to the president. This 
will change the constitution 
by creating a new precedent 
which I cannot allow while I 
am prime minister.” 

Many local politicians 
believe the root of the dis- 
agreement is that Mr Hariri 
was determined to shape his 
own cabinet, clearing out 
some of the former miUtia 
leaders who still ensure that 
governing Lebanon is part of 
a sectarian bargaining pro- 
cess. 

There was little initial 
market reaction to news of 
the political developments, 
although the last time Mr 
Hariri resigned, to UvJfltf*-.' 
there was a ran on the Lob* 
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Plan to impose exchange 
controls is denied 

Zmbabwe yesterday denied ft had any ptens to rebnpoaa 
exchange controls and peg the exchange rate. Leonard 
Tsuroba, governor of the Reserve Bank of Zimbabwe, told 
■ bankers the central bank believed the exchange rata 
should be around Z$18 to the US doSar compared wHh a 
current market rate of ZS37.3, 

He detafled a number of technical changes to money 
market operations, Including replacing the re-discount rate 
with b new reserve bank rate which would enable the 
authorities to tofiuanoa short term Interest rates more 
directly. 

Honkers s ay these changes are unlikely to have a mate- 
rial impact on the exchange rate. 

Mr Tsumba was opttonJstic about resumed disburse- 
ments Of IMF. support, admitting thalwhlteZfoTb abwes 
current account deficit was not being funding by captel 
inflows he expected the Fund, and "other donors" to pro- 
vide support. 

The central bank governor's comments highlight the gap 
between official peroepdormaid *oea to thenwkets _ 
where the suggestion Of a Zimbabwe dollar standing at 

2S18 to the US unit to cSsmtoaed as nonsenskaL 
_ Market operators expressed surprise too at office tosls- 
other donor funding wo^dteta^- 
comtog despite Zimbabwe's failure to mee* ageedtofla- 
tton monev simply and GOP growth targets* its heavy 

Democratic Papubfc <* Ccnao. 
Solanro nattonaBse 841 white-owned farms in breach of 
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KAZAKHSTAN PB ESTOBtTUU- HglMN 

Clear run for Nazarbayev after 
rival is excluded . 


twfttmfian dosed for Karakhstatts elections yesiwwv 
accepted to run in the January 

incumbent, wfii ba.Serlkbtfeto AbdBcSn, ihe^ 

5*^' Erwete Gsbbasrwand, a deputy 

chairman 
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Nujoma’s third term makes Namibia's democracy look third rate 


Victor Mallet asks if a mode! democracy 
■is, starting idowir# well-worn African path 


anese pound until he 
returned, having won more 
autonomy to name se n ior 
officials. 

The Lebanese . currency 
showed little sign of move- 
ments against other curren- 
cies. 

Mr Hariri is closely tfrik ed 
to the policy of keeping the 
Lebanese pound as strong as 
Possible. The persona -of the 
statesman and billionaire . 
businessman is also closely 
identified with the country's 
$60bn postwar reconstruc- 
tion programme. 

He has ruled with the sup- . 
port of President Hates al- 
Assad of Syria, which dfi 
facto control over Le ba non, 
and for whom he b«« been 
an invaluable source of 
international contacts. Arab 
analysts yesterday expressed 
doubts that Mr Assad would 
be willing to let Mr Hariri 
go. 

The prime minister denied, 
in an interview with the 
Financial Times, that he was 
trying to force the new presi- 
dent’s hand. Mr Hariri said 
Gen Lahoud had repeatedly 
attempted to persuade him 
to accept another mandate, 
offering to add the names of 
the 21 MPs to those of his 
supporters but Mr Hariri had 
refused. 

The political crisis has 
erupted as Lebanon con- 
fronts a new- threat from 
Israel of military strikes In 
retaliation for Israeli mili- 
tary losses inflicted by Hiz- 
bollah. 

However, Mr Hariri said 
the new threat in the south 
Of the country was another 
reason to stand firm in his 
decision. “This is an addi- 
tional reason that we should 
respect the constitution ... if 
we play with this. It means 
we are putting the country 
in danger." He said he 
wished his political oppo- 
nents had not forced him 
“into a comer” playing with 
the threat of instability in 
southern Lebanon to force 
him “to accept a violation of 
the constitution". 

Opening a small door to a 
possible compromise how- 
ever, Mr Hariri confirmed 
that President Lahoud 
Intended to begn new con- 
sultations with deputies 


E ight years. ago, Namibia 
became a democracy, 
after a UN-supervised 
election. Ah international 
peace- deal had ended South 
Africa's occupation of this 
vast but arid land and xftade 
Namibia a beacon for demo- 
crats across the ' continent, 
lighting the way for -South 
Africa's own mpve from 
apartheid to majority rule 
four years later. 

Today, however, there are 
tears among Namibia’s 1.6m 
people - and the foreign gov- 
ernments that helped negoti- 
ate the peace settlement - 
that the country’s leaders 
are going to repeat the mis- 
takes of other post-colonial 
African governments by sup- 
pressing dissent and trying 
to hang on to power for ever. 

[ .-The immediate worry is 
that the ruling party Swapo 
(the South West . Africa 
People's Organisation) has 
used its overwhelming 
majority In parliament to 
change' the constitution to 
allow President Sam Nujama - 
to stand for a third term. 

After the amendment was 
passed last week, Swapo 
members nosed their arms 
in '.traditional clenched-fist 
salutes. One said Mr Nnooma ' 
should be made president for 


life. Mr Nqjoma now has 
merely to sign the bill for it 
to become law. 

For Ben Dlenga, a Swapo 
leader and the country's 
hig h commissioner (ambas- 
sador) to Britain, the deci- 
sion to hand Mr Nujoxha.a 

third term without a proper 
debate within the party was 
the last straw. He resigned 
three months ago . was 
suspended from the Swapo 
central committee and has 
helped form a new political 
group called. Fonzm for the 
Future. 

“For the past eight years 
or so I've grown vary £s£Uu- 
sloned,” he said “It's just a 
question of areal daDger of a 
lack of democracy and good 
governance. 

“There are strong danger 
signs with regard to corrupt 
practices, autocracy, and the 
risk of a one-man dictator- 
ship. It's a danger of this 
country being destroyed and 
reduced to a basket case.” 

Mr Ulenga’s protest has 
not so far been emulated by 
other senior Swapo officials, 
but the party leadership can- 
not di smiss him as a maver- 
ick because he has impecca- 
ble credentials In the 

liberation movement: be was 
wounded while fighting as a 
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BOTSWANA. 



guerrilla, jailed for nine 
years zn the notorious Rob- 
ben Island prison off Cape 
Town and became a trade 
union activist after his 
release. 

Nor is he alone In critici- 
sing the government. PhD ya 
Nangoloh, executive director 
of the independent National 
Society for Human Rights, 
says he is embarrassed by 
the “third-term” Issue and 
other Swapo actions because 
they strengthen western 
prejudices about tribalism - 
Swapo draws much of its 
support from the majority 


: ; SOUTH AFRICA 

Ovaxnbo group - and the 
unsuitability of democracy 
for Africa. 

. “This {constitutional) 
change was only made for 
one man,” he says. “You 
cannot make a law for one 
person only. The aim of this 
is to make him life presi- 
dent” 

The fact that critics of the 
government can make such 
statements openly shows 
that freedom of speech is 
still much stronger in Nami- 
bia than in some African 
states to the north and east 

The Namibian economy. 


heavily dependent on mining 
and fisheries, has performed 
reasonably well since inde- 
pendence, although growth 
this year is likely to be 
stunted by its close links to 
South Africa, where the 
economy has started to 
shrink. Namibian growth 
will be around 2 per cent 
this year, below the rate of 
population increase, econo- 
mists say. 

Swapo officials, further- 
more, have dismissed the 
idea of sinister motives 
hgMnd Mr Nujoma's plans to 
remain president They say 
the main objectors are a 
handful of urban liberals 
and insist that his continued 
leadership is good for stabil- 
ity. 

“There’s no Mbelri in 
Namibia,” concedes one 
western diplomat referring 
to Thabo MbekL the South 
African deputy president 
who is expected to succeed 
President Nelson Mandela 
next year. “So it’s a difficult 
issue for Swapo and it was a 
lot easier just to postpone 
it” 

But the “third term” is not 
the only political problem 
confronting Namibians. 
Opposition groups - and Mr 
Ulenga - were appalled by 
Mr Nujoma’s personal deci- 
sion to send troops to sup- 
port the beleaguered govern- 


ment of Laurent Kahfla in 
the Democratic Republic of 
Congo. 

Namibia's involvement is 
shrouded in secrecy - it is 
thought to have sent 
between 1,000 and 2400 sol- 
diers, a quarter of the army 
- and the mission is likely to 
be expensive. But Mr 
Nujoma seems to have been 
persuaded by his friendships 
with Mr Kabila and Robert 
Mugabe, the Zimbabwean 
leader who has also sent 
forces, and by his belief in 
solidarity between African 
governments. 

Another security problem 
Is the recent uncovering of a 
secessionist plot in Caprivi, 
the northeastern panhandle 
that is part of Namibia as a 
result of a 19th century terri- 
torial swap between Britain 
afl d Germany. More than 700 
people have fled Into Bot- 
swana from the area in the 
past month, putting a fur- 
ther strain on the already 
fragile relationship between 
the two countries. 

Namibian opposition par- 
ties, meanwhile, complain 
about government corrup- 
tion and the failure to under- 
take an efficient land reform 
programme. They also 
accuse Swapo of favouring 
Ovambos over other ethnic 
groups. 
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E LECTRONIC COMMERCE WHITE HOUSE REPORT IN SISTS ON SELf-REGUlATION 

Clinton boost for the digital economy 


By Mark Suzman in Washington 

'President Bill Clinton 
yesterday launched a series 
of initiatives to boost elec- 
( ironic commence. 

The move came as the 
White House unveiled a new 
policy report arguing that 
the Internet should remain 
largely self-regulated. 

However. Mr Clinton cau- 
tioned that the US would 
continue to work to increase 
consumer protection and 
said he was instructing the 
Commerce Department to 
work with the Federal Trade 
Commission to ensure that 
existing laws against fraud 
could be properly enforced 
on internet transactions. 


Releasing the long-awaited 
White House report on inter- 
net commerce. Mr Clinton 
said that while the US had 
passed laws to protect intel- 
lectual property and per- 
sonal privacy for children, 
the sector as a whole should 
continue to be largely self- 
regulated. “We have made a 
good beginning [In helping 
the development of elec- 
tronic commerce]," he said. 
“I am confident we wQl fin- 
ish the job. 1 ' 

Mr Clinton also unnminml 
several measures to generate 
further growth, including a 
plan to encourage private 
sector investment in 
high-speed data networks 
and a proposal to help small 


businesses Join the digital 
economy. 

The report rejected the 
extension of existing regula- 
tions over other high-tech 
sectors to the internet ser- 
vices. “Regulation to encour- 
age competition and facili- 
tate consumer choice is most 
appropriately directed to 
telecommunications facili- 
ties over which services run 
and' should not be extended 
to competitive internet-based 
services." it said. 

The report is a follow-up 
to a previous study prepared 
by the White House in April 

1997 which first unveiled the 
US “framework'’ for internet 
regulation. Its guiding prin- 
ciple was that the govern- 


ment should “support and 
enforce a predictable, mini- 
malist, consistent, and sim- 
ple environment for com- 
merce" an the internet 
. Mr Clinton's comments 
were hailed by US business 
leaders, who said it would 
help consolidate the US's 
global dominance in the 
internet sector. But the con- 
tinued US insistence on self- 
regulation could strain rela- 
tions with the EU at a time 
when the two sides are try- 
ing to reach a compromise 
on differing approaches to 
data privacy on the internet. 

The US has proposed a vol- 
untary privacy regime, but 
the EU requires its member 
states to permit transfers of 


personal data only to coun- i 
tries that have adequate 
legal - protection. “This I 
approach is quite different j 
from the US self-regulatsoy { 
approach and could disrupt 
personal information flows 
between the US and EU j 
member countries," the 
report warns. 

Nevertheless, the report 
hails the growing acceptance 
of the US hands-off approach 
by governments around the 
world in areas from taxes to 
electronic payments. “The 
principles defined in the 
framework are now accepted 
by several governments and- 
private sector organisations 
as appropriate for the digital 
economy,” it says. 


Efta to 
extend 
trade 
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RACE TO LEAD WTO MOROCCAN BELIEVES H E CAN BRI DGE RICH WORLD-POOR WORLD DIVIDE 

Solid credentials of hands-on diplomat 


By Frances WflBams In Geneva 

At 46, Hassan Abuyoub of 
Morocco is the youngest of 
the four candidates to bead 
the World Trade Organisa- 
tion - but he already has 
two decades of hands-on 
trade diplomacy behind him. 

As head of international 
trade at the commerce and 
industry ministry during the 
1980s, Mr Abuyoub launched 
Morocco's trade 
liberalisation strategy, 
including its entry into Gatt, 
the WTO’s predecessor. As 
trade minister, he played a 
prominent role daring the 
Uruguay Round of global 
trade talks which concluded 
in 1994 in the Moroccan city 
of Marrakesh. 

Later, Mr Abuyoub, then 
agriculture minister, was in 
charge of implementing the 
WTO's farm trade accords as 
well as negotiating a free 
trade pact and a hard-fought 
fishing agreement with the 
European Union. 

This experience, Mr 
Abuyoub believes, provides 
solid credentials for the 
WTO's top job. hi particular, 
it has given him first-hand 
knowledge of the problems 
many poorer members are 
facing in putting the 
Uruguay Round accords into 
practice, leading some 


Hassan Abuyoub 
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countries to call for a 
minimalist negotiating 
agenda in new global trade 
talks due to start at the end 
of nut year. 

Mr Abuyoub, while 
stressing that the a genda 
must be for the membership 
to decide, says a big effort is 
needed to push forward on 
implementation with a view 
to having everybody on 
board for the next series of 

tallgfl- 

“I think, because of my 
experience and because I 
belong to a co untr y known 
for its moderation, that I can 
he a bridge between the 
fnrimrf rigifaprf co UPtri tg and 
the developing world. We 
have to find the appropriate 
framework to allow 
everybody to benefit from 
the negotiations." 

Bargaining with SO-odd 
countries over 20 years has 
also taught him respect for 
different cultures and an 
open-minded approach, he 


says. Moreover, though he 
himself does not emphasise 
the pnfnt, he speaks all three 
WTO official languages - 
English, French and Spanish 

as well as Italian, Arabic 
and Berber. 

Mr Abuyoub. who already 
hag the -official harking of 
African and Arab nations, 
believes that it is time tor 
the WTO to have a 
director-general from the 
developing world, which 
accounts for three-quarters 
of the membership. 

However, he does not see 
his role as a spokesman tor 
poorer countries. "The next 
director-general, tor the Zlst 
century, must be a 
director-general for all the 
membership," he says, 
noting that the WTO is a 
member-driven organisation 
that takes all important 
decisions by consensus. 

The prime role of a 
director-general must 
therefore be to facilitate 


consensus-building, he says. 
At the gfline time, he must 
also be ah effective 
spokesman - fot the 
organisation and run the 
secretariat in an efficient 
and flexible way that 
ensures it Is responsive to 

chang in g rtemanrig - - 

Mr Abuyoub sees the 
biggest short-term 
challenges facing the WTO 
as keeping tbe /yin«»ncaia [or 
open trade alive In a world 
suffering severe financial 
and economic turmoil, and 
reversing the marginal- 
isation Of poorer nailnw* in 
an interdependent global 
economy. 

“We have to maintain OUT 
coarse based on the 
philosophy, .rules and 
disciplines of ' the 
multilateral trading system," 
he says. “We must not allow 
the financial crisis to set 
back trade liberalisation and 
more equitable trading 
relations between different 
partners." 

Mr Abuyoub advocates 
practical help for poor 
nations to play a fUH role fn 
WTO policy-making and 
dispute settlement, where 
they lack resources and 
expertise. Beyond that, he 
says, the WTO should back 
other institutions and 
governments promoting 


capacity-building and 
development 

Citing bis experience in 
winning broad s u p po rt for 
trade liberalisatio n at home, 
he also favours- more 
transparency and dialogue 
with non-governmental 
organisations and other 
outside bodies that have 
accused the WTO of riding 
roughshod over environ- 
mental and concerns. 

“We have to throw open a 
number of doors where 
dfoiogTM* rqn fokp place 
allow people to express their 
points of view on sens itiv e 
issues,” he says. But be 
cautions: “We cannot 
negotiate with NGOs around 
the table because we’re 
dealing with contractual 
hwiJiwg teg ai instruments." 

Though he supports 
universal WTO membership, 
Mr Abuyoub argues against 
letting countries such as 
China or Russia in-on 
terms.- "It would be 
dangerous to relax the . roles 
and disciplines of the WTO, 
or to apply some kind of 
doable standard." be says. 

This 6 the last in the series 
profiling the Jour candidates 
vying to replace Renato 
Ruggiero as director-general 
of the World Trade 
Organisation 


Egypt gets 

second mobile 

phone group 


The four snail rich members 
of the European Free Trade 
Association - Norway. Sent-, 
zeriand, tr»»h>nH and Liech- 
tenstein - today begin free 
trade talks with Egypt as 
part of their drive to join in 
the Europe- Mediterranean 
partnership being forged by 
the European Union. - 

Efta has pursued a policy 
in recent years of shadowing 
EU pre fer ential trade agree- 
ments to ensure that its 
members can compete on 
equal terms in tbe ever-wid- 
ening European free trade 
aone.- ; • 

Efta ministers,, meeting 
yesterday in Switzerland, 
signed an Interim free trade 
accord with tbe Palestinian 
Authority. 

Tins brings to 14 the num- 
ber of free trade agreements 
between Efta and countries 
outside the European Union, • 
30 in central and eastern 
Europe and tour hi the Medi- 
terranean rim. The others 
are Israel, Turkey and 
Morocco. Negotiations are 
also under way with Jordan, 
Tunisia and Cyprus. 

ftfta is malting overtures 
to Mexico and to the Merco- 
sur common market of Bra : 
zfl, Argentina. Uruguay and 
Paraguay, in parallel with 
EU initiatives. 

. However, it has stolen a ; 
march an the EU in North 
America by opening free | 
trade talks with Canada ! 
which are expected to lead to 
the first transatlantic free 
trade agreement .’•••• 

Ministers said' yesterday! 
that the talks. were going 
wefi and could be oondoded 
by urid-1999 hi 'tone fix* the . 
accord to came tote force ha 
Ja n u a r y 2069. 

A deal would permit SSa 
com panies to trade on -pref- 
erential terms with North 
-American Free Trade Agrcfe 
y pprrt signatories through 
joint ventures with Cana- 
dian companies, and would 
give their Canadian counter- . 
parts a small window into 
the European single market 
by the same route. 


By Mark Huband la Ca bo 

Egypt's second private 
sector mobile telepho ne net r 
work was launched y ester - 
day with plans for a seven- 
fold increase in the number 
of subscribers within two 
years. . 

Misrfone. a consortium led 
by Vodafone of the UK and 
AirTouch of the US with 
Egyptian apd overseas part- 
ners. was established in 
April. The network was set 
up as a rival to the existing 
mobile network, which was 
sold as part of the govern- 
ment’s privatisation pro- 
gramme. The government 
earned $L2bn from the sale 
of the two licences. 

The privatised network is 
.operated by MobiniL a con- 
sortium led by France Tele- 
com and Motorola with local 
partners. 

Misrfone's launch marks 
an important step in the gov- 
ernment's strategy of open- 
ing utilities to private sector 
competition. Both companies 
are expected to become 
engaged in an increasingly 
fierce battle to dominate the 
market 

Mobinil currently has 
140,000 subscribers while 
Misrfone is starting from 
scratch, with a variety of 
sales strategies Intended to 
lure customers. Chief among 
these is a system of pre-pay- 
ment for up to 45 minutes of 
calls, intended to prevent 
subscribers from amassing 
bills which .they cannot 
afford to pay.. 

. “We have worked hard to 
put together a billing system 
which will avoid ugly sur- 
prises for subscribers." said 
Karen Borges. Misrfone mar- 
keting director. “The major- 
ity of customers we have 
linked up are considering 
the pre-paid facility." 

The two companies are 
expected to attract around 
lm subscribers by mid-2000. 

Egypt's generally flat ter- 
rain means up. to 85 per cent 
of the country can be cov- 
ered with as few as a quarter 
of tbe base stations needed 


to provide a nationwide ser- 
vice to geographically varied 
-countries. The base stations 
cost between $60,000 and 
$100400 to set up. 

The market is attractive to 
companies faced with grow- 
tog competition in developed 
countries. 

“Tactically we decided 
that because we could fore- 
see an attack on the home 
base, we wanted to get a sta- 
ble base outside the UK.” 
said John Logon. Misrfone 
general manager. 

The UK parent company 
owns 30 per cent of the 
Egyptian enterprise. Over- 
seas operations last year 
contributed £122.4 m 
($ao 2 . 7 m) to Vodafone's total 
operating profit. 

Misrfone estimates it will 
have to make a $100m invest- 
ment in infrastructure by 
the end of 1999. to match the 
rival network. Egypt's 62m 
people are concentrated on 3 
per cent of the country’s 
land area, simplifying 
the installat ion of the net- 
works- 

However. Mr Osman. Mob- 
injj president, said: “We 
don't want our existing cus- 
tomers to feel that we are 
neglecting the quality of 
what we can offer just tn 
order to bring in new cus- 
tomers." 

Both companies believe 
that beyond the current 
group of subscribers who 
easily afforded relatively 
high pre-privatisation con- 
nection fees of up to ££2,000 
(S586), there ore an esti- 
mated 6m people awaiting a 
drop in prices. 

Misrfone is offering dis- 
counted connection fees of 
E£899 for the next two 
weeks, when the fee will rise 
to E£ 1.500. 

“The catalyst is competi- 
tion, “ said Noel Kirkatdy, 
representative of Motorola, 
which holds 18 per cent of 
Mobinil. 

“The potential is there, 
and the government has bro- 
ken the cake into two pieces. 
Which was a very intelligent 
thing to do." 
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BRITAIN 


j IRELAND FORMER TALKS CHAIRMAN IS URGED TO INTERVENE AGAIN 


Sinn Fein president 
appeals to Mitchell 


FT Reporters 
In DubBn and London 


Gerry Adams, president of 
Sinn Fein, appealed yester- 
day to George Mitchell, for- 
mer US senator and aichi- 
tect of the Northern Ireland 
peace agreement, to inter- 
vene in the present dead- 
lock. 

“He obviously has an abid- 
ing interest in this process; 
he has played a pivotal role 
in it," Mr Adams said during 
a visit to Ireland by Mir 
Mitchell. U I am delighted 
that he's here. It took the 
■ senator, the US president, 
Bertie Ahern and Tony Blair 
[the Irish Republic and UK 
prime ministers] to be here 
to bring about the agree- 
ment in the first place." 

But Seamus Mallon, dep- 
uty leader of the moderate 
nationalist Social Demo- 
cratic and labour party and 
deputy first minister of the 
new Northern Ireland 
administration, has 
expressed misgivings about 
“always running" to Wash- 
ington, Dublin or London. 
He argues that politicians in 


the region should be able to 
sort out their own problems. 

Mr Mitchell, who chaired 
the multi-party taure that led 
to the April peace agree- 
ment, has met Bertie Ahem 
and John Hume. SDLP 
leader, in the past two days. 
He was due to meet David 
Trimble, Northern Ireland 
first minister, and Mr Maiinw 

last night 

Mr Malian said before the 
meeting that agreement on 
the institutions linking 
Northern Ireland and the 
republic would have to be in 
place this week to give legis- 
lators wnmigh time to pre- 
pare for the transfer of pow- 
ers in February. Party 
leaders depart for the US on 
Friday. 

Nationalists see the estab- 
lishment of meaningful and 
effective north-south bodies 
as a prerequisite for their 
agreement to end the repub- 
lic’s constitutional claim 
over Northern Ireland and a 
counterweight to the union- 
ist majority in the assembly. 

But differences between 
political parties in Northern 
Ireland have been compli- 


cated by the fact the SDLP’s 
natural in the Dublin 
government appear to be 
taking a minimalist 
approach - reluctant to see 
their own departmental pow- 
ers eroded as part of the 
shift of powers to the new 
assembly. 

Rosin Quinn, leader of the 
Irish Labour party, yester- 
day accused the Dublin gov- 
ernment of sustaining “a 
partitionist mentality" by 
resisting moves to establish 
real cross border bodies. 

The Good Friday agree- 
ment outlines 12 possible 
areas for cooperation. 

Officials say there is agree- 
ment between the SDLP and 
Ulster Unionist party, the 
biggest pro-British party In 
Northern Ireland, on five - 
transport, animal health, 
wat erw a ys, fisheries and tire 
Irish language. 

But unionists are resisting 
SDLP calls for all-Ireland 
bodies for tourism, trade and 
investment promotion and 
European aid policy, in 
which nationalists want to 
see EU aid disbursed on all- 
island haste 



FINANCIAL REGULATIO N EXTENSIVE POW ER? TOBE JRANSFER^ 

Watchdog unveils plans 


for Lloyd’s supervision 


By Andrew Botger, • 


'Pivotal rate’: George MftcMf in Northern Ireland yester da y 


The financial Services 
Authority - the City of Lon- 
don’s hew super-regulator - 
yesterday published a con- 
sultation document on how 
it intends . to supervise 
Lloyd’s. 

Howard Davies. FSA chair - 
man, said: “The govern- 
ment’s intention is to ensure 
i that policyholders at Lloyd's 
hpnpfrt ft nm the level 
of protection available else- 
where in the insurance mar- 
ket" 

Under the finanria] ser- 
vices and maHtBtB hfl l. pub- 
lished In July, the FSA will 
be givmi ext en s iv e supervi- 
sory powers over . Lloyd’s. 
Thby will be much wider 
than those cuctrezrtly avail- 
able to the Treasury's insur- 
ance directorate, which is to 
be absorbed by the FSA. 

These include require- 
ments for authorisation, the 
power to impose rules, 
extensive powers of inter- 
vention and enforcement 
and powers to require 
Lloyd’s, to exercise Its own 
regulatory powers under the 
FSA’s direction. 
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What, exactly. 


is the best way to 


a thought? 


Do you post it on your intranet? Or do you say it on the Internet? Should you e-mail it? Or fax it? With so many ways to connect you need the help 


of a company that can help you unify them all - Nortel Networks?* A company whose solutions are at the heart of mission critical networks - 


ranging from the world's largest capital markets, to the world’s busiest call centers. We've even connected entire countries' through advanced' 


wireless networks. Fot a few thoughts on how you can unify your networks, call us at V 800 - 4 NORTEL, or visit-'us at www.nortelnetworks.com.- 


NQRTEL 

NETWORKS’ 


How the world shores ideas. 
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The FSA said its primary 
concern would be the protec- 
tion of Lloyd’s policyholders 
the risk that valid 
claims may not be paid. It 
would take particular 
account of the risks which 
could arise from poor under- 
writing and inadequate mon- 
itoring 

It may be possible for the 
FSA to discharge all neces- 
sary regulatory functions 
but the watchdog said Its 
provisional view was that 
some objectives should be 
pursued by requiring Lloyd’s 
to exercise its regulatory 
powers under FSA direction. 
The FSA would set clear 
standards, closely monitor 
Lloyd’s compliance and take 
enforcement action where 
necessary. 

The FSA also proposed to 
retain the existing statu ton" 
ana ng emants for prudential 
supervision of the market 
but said it would to enhance 
these through the use of 
both the risk-based capital 
system which Lloyd's had 
developed and its arrange- 
ments for monitoring con- 
centrations of risk. 

“The FSA will audit the 
techniques used by Lloyd’s. 


including those used to cap- 
ture single major events, or 
concentrations of risk, for 
example relating to the Year 
2000 .** the watchdog said. 

The FSA proposed that 
policyholders should have 
access to the Financial Ser- 
vices Ombudsman scheme, if 
a complainant is not satis- 
fied with the response of 
Lloyd’s complaints depart- 
ment. 

• Companies wishing to 
protect themselves against 
potentially costly claims by 
their employees are being 
offered Insurance modelled 
on policies that have become 
a significant business in the 
US. with total premiums last 
year of $2S0m. 

A product specifically 
designed for the UK has just 
been launched by CNA Re, 
the hugest reinsurer in the 
London market, which has 
developed it with Kennedy*, 
a law firm. CNA Re said the 
trend towards increasingly 
litigious employees had 
jumped the Atlantic, encour- 
aged by changes in the UK 
law that made it easier for 
employees to sue for wrong- 
ful dismissal, discrimination 
or harassment 


Minister hints 


at more power 
for Scotland 


By Jam Buxton In Edinburgh 


Donald Dewar, chief 
minister for Scotland, said 
yesterday that the powers of 
the coming Scottish parlia- 
ment could be altered if nec- 


essary. 

But he did not want the 
next decade in Scotland to 
be "one long embittering 
fight over Anther constitu- 
tional change”. 

The present constitutional 
settlement was stable but 
not rigid and a mechanism 
existed to adjust it to meet 
charging circumstances. But 
he had no plans to alter it. 

Mr Dewar was speaking in 
the university town of St 
Andrews on St Andrew’s 
day, Scotland’s patron saint, 
in the wake of last week’s 
European parliamentary 
by-election in which the gov- 
erning Labour party came 
third behind the Scottish 
National party and the Con- 
servatives . 

The result prompted sug- 
gestions that the govern- 
ment might give extra pow- 
ers to the Scottish 
parliament to try to head off 
the SNP, which wants full 
independence for Scotland. 

Hints that these powers 
might include extra taxation 
in addition to the “tartan 
tax” - the ability to levy a 


3p surcharge on Income tax 
in Scotland - provoked a 
warning from the Scottish 
arm of the Confederation of 
British Industry, the employ- 
ers’ lobby. It said the govern- 
ment must keep the level 
playing field in business 
across the UK. 

Officials said the Scotland 
Act would allow changes In 
the settlement to be made 
without the need for fresh 
legislation. But Mr Dewar 
said the settlement struck a 
balance between “the advan- 
tages of doing things oar 
way in Scotland and tie 
advantages of working 
together in the UK", 

"Expect us to listen to 
those who would make tie 
parliament work. Expect ns 
to oppose those who would 
seek to sour the settlement, 
to dismantle 1L This is not 
hysteria: this is comm in 
sense. We have not worked 
long and hard for devolution 
just to stand Idly by at tie 
first challenge." ] 

Mr Dewar's speech pro- 
voked a scornful respona 
from David McLetchii 
leader of the Scottish Con- 
servatives. “He likes to po» 
tray himself as a safe pair d 
hands for Scotland, yej 
every time the SNP look* 
like taking the ball away 1 
from him be crumples.” 
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But there is still plenty 

you can do 
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At present there is no vaccine to prevent HIV 
infection and there is no cure for people with AIDS. 

Over 30 million people are now living with HIV 
worldwide - one in every 100 sexually-active adults. 

11 men, women, and children- are infected by HIV 
every minute. One new case of HIV is reported in the 
UK every four hours. 

60% of all people with HIV and AIDS live in 

Commonwealth countries. 

More information can be obtained on our website: 

www.nat.org.uk 

Send for our information pack or call 

0171814 6767 


ional aids trust 

leading partnerships to fight HIV 


Help to end the JP 
AIDS epidemic 

Please send us your information pack 
which will show us what we can do 


Name/Titk 


Organisation. 


Address. 


Postcode. 


Tel No;. 


Send to: i 

National AIDS Trust ■ 

New City Cloisters, 188-196 Old Street, London EC IV 9FR _ 

TfeL- 0171 814 6767 Fax: 0171 216 0111 J 

Registered Charity No: 297977. Company No: 2904209 J 
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MOTOR DEALERS JAPANESE GROUP ISSUES WRITS AS CAR TRA DERS WARN MOV E COULD HIT GOVERNMENT PLANS TO OPEN NETWORKS 

Honda begins ‘grey import’ legal action 


By John Griffiths bi London 

Honda, the UK motorcycle 
market leader, yesterday 
started legal proceedings 
against unofficial dealers 
selling cheap “parallel” 
imports of Honda models. 

The move came after a 
noon deadline set by Honda 
for the dealers to undertake 
to cease selling the machines 
passed without response. 

Honda alleges that the 
dealers' activities infringe its 
trademarks. The action is 


aimed at choking OB' a trade 
that accounts for 25 per cent 
of the 100,000 powered two- 
wheelers sold in the UK. If 
successful it could also 
thwart government plans to 
encourage imports of cheap 
cars from outside the Euro- 
pean Union by independent 
traders. 

Other categories of 
branded goods brought in by 
unofficial traders from out- 
side the EU could also be 
affected- 

jack Glover, principal of 


Granby Motors, one of four 
dealers facing action, said 
last night that the traders 
asked for an additional four 
days in which to respond to 
Honda's demands - issued 
early last week - but were 
refused. 

“We, in common with the 
three other traders, are still 
seeking legal advice,'* said 
Mr Glover. 

Denton Hall. Honda’s City- 
based lawyers, yesterday 
issued writs demanding the 
immediate cessation of trad- 


Meat industry faces distrust 
in struggle to export beef 


The British product is still regarded as 

poison by some traders despite 

the end of the EU ban. Rahul Jacob reports 

A German packaging People remember the panic 
Industry executive was of the early days of the crisis 
recently given a tour of but know little of industry 
UK supermarkets and was and government efforts sinoe 
shocked find so much beef to ensure British beef is safe, 
selling in local stores. Nik AskaroEf. managing 

"He thought that people director of ADM, a UK meat 
didn't eat beef in Britain any processor and trader, says he 

more,” says Gwyn Howells, 

director-general designate of 

the Meat and Livestock Com- ‘When ft COFYIGS to 
mission. 

The story shows the level shrugging off food 

of misunderstanding and dis- . 

trust that UK marketers will SCSirOS, the FlCfl — 
have to overcome as they try 

to sell beef outside the UK. Or the Subset that 
The European Union ban 

on British beef exports was are gourmets — 
lifted last week. But the 

strong pound, consumer really are different 9 

resistance and the glut of 
beef in the EU may mean it 
will be years before exports 
rebound to their pre-BSE 
level - £520m ($863m) in 
1995. 

The first challenge for 
exporters will be to turn 
around consumer percep- 
tions about British beef. 


was quickly rebuffed when 
he broached the subject of 
selling British beef to an 
Egyptian wholesaler. “He 
told me his customers regard 
it as poison,” he says. 

To their credit, beef 
exporters and industry asso- 


ciations such as the MLC 
and the Scotch Quality Beef 
& Lamb Association have 
kept communication chan- 
nels open with customers 
during the 2 Vi years since 
the ban was imposed. The 
association has flown many 
European chefs and import- 
ers to Scotland, even though 
the ban meant the trips were 
not going to boost sales 
immediately. 

About half of the 100 
Dutch members of the 
Scotch Beef Club, an interna- 
tional association of 
upmarket restaurants that 
served premium Scottish 
beef as a point of pride, have 
been to Scotland. They vis- 
ited forms and cooked beef 
at restaurants and hotels. 

The charm offensive 
appears to have worked. 
This summer, the Scotch 
Beef Club in the Netherlands 
sent a questionnaire to 40 
restaurants asking whether 
they would serve British 
beef if the ban was lifted. 
Thirty-seven out of 40 said 
they would “have it back the 
day after tomorrow”. 

How does one «**pia»n such 
loyalty? When it comes to 


ing. disclosure of the sources 
from which the dealers 
obtain their machines and 
the immediate surrender to 
Honda of an their stock- A 
separate letter warned that 
Honda expected . damages 
and payment of its costs for 
taking its action. 

Honda is invoking rerant 
precedents set by EU rulings 
favouring Levi's jeans and 
Silhouette sunglasses in. 
their cases against super- 
markets. 

Honda claims same paral- 


A cot of the 

Exports 

EU 

ton Hi 
tandltt 
Exports (Em] 

Rgure at end of bar is 


lei traders disregard s afe ty 
standards in preparing 
motorcycles for sale, with 
some machines being sold 
unassembled in packing 
cases. Mr Glover acknowl- 
edged that such practices 
exist but insisted that they 
did not apply in the case of 
members of the Association 
of Parallel Importers, a 
grouping of about 25 unoffi- 
cial dealers. - 

The British Independent 
Motor Traders’ Association, 
which groups together about 


70 “unofficial" ..car dealers 
trading in vehicles mainly 
imported from outside the 
EtJ, warned last night that 
Honda’s action could have 
“p rofoun d" implications for 
plans by John Reid, the 
transport minister, to -open 
op franchised car dealer net- 
works to competition from 
the unofficial importers. 

The latter are offering cars 
at prices up to 80. per cent 
cheaper than those charged 
by franchised dealers for , 

anrfliiT TTMvfgj*; 
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shrugging off food scares, 
the rich - or the subset that 
are gourmets - really are 
different, according to Simon 
Gale, chef at Bertie's, the 
British restaurant in Paris. 

“People who go Into a res- 
taurant and spend £60 per 
head want quality," says Mr 
Ga le, amid the dinner-time 
clang and clatter of his 
kitchen. “It seems strange to 
speak of high-end 
restaurant-goers and the 
public as a different species, 
but they are." 

Exporters selling other 
British beet which does not 
enjoy such a premium 


image, have a much harder 
task. James Best, who 
BMP DDB, the agency whose 
campaign for the' commis- 
sion has boosted meat sales 
in the UK in the past few 
years, recommends “a gentle 
process of persuasion 
because of the suspicions 
about British beef". 

Mr How ells intends to 
start that process by con- 
ducting exhaustive market 
research to improve under- 
standing. of consumer con- 
cerns. - 

That approach paid off in 
Britain a couple of years ago 
after minced moat sales fell 


40 pm- cent in the wake of 
the BSE crisis. . 

The MLC also iwtxmdB -to 
ma ke a s trong pitch - first 
to importers .and supermar- 
ket buyers - before aiming 
at shoppers with a print and 
point-of-sale campaign. It 
recently hosted a dinner for 
70 mast importers in Spain. 

*1q the short- to medium- i 
term, we are looking at a j 
market that is oversuppl- ' 
led,” says Stuart Ashworth, 
an economist with. Scottish 
Agricultural College. “I’m 
not sure exports wfil ever 
get back to the level they 
were at before the ban." 


Most big frauds ‘committed by managements’ 


By Jim KkUy in London 


Most big frauds are 
committed by company man- 
agements, involve no actual 
theft and are unlikely to be 
detected by the statutory 
auditor, a regulator says 
today. 

The Auditing Practices 
Board report suggests 
changes in the law could be 
used to make shareholders, 
companies and directors 
more responsible for pre- 
venting fraud. It comes as 
the government begins a 
review of company law that 
could result in radical pro- 


posals to spread more widely 
the corporate governance 
duties of all those involved 
In running a company. 

The APB also suggests 
that more suspected frauds 
should be reported and 
hopes to begin a debate 
about how regulators could 
respond when an auditor has 
suspicions about a company. 
The board was given confi- 
dential access to data on 23 
serious frauds by the Serious 
Fraud Office. The fraud 
materially affected the 
accounts in 14 cases and in 
all those cases senior man- 
agement played a role. 


“Directors or other senior 
management were actively 
involved in most of the 
major frauds inchwbvi in the 
survey," said lan Plaistowe, 
chairman of the board and a 
senior auditor with Arthur 
Andersen. “Our study indi- 
cates that most of the major 
cases to which the term 
fraud has been applied do 
not involve direct financial 
gain for the perpetrators or 
direct financial loss to the 
company." 

In 65 per cent of the cases 
the fraud involved mis- 
statement of financial data 
for a variety of motives - 


including to buoy up share 
prices and disguise losses. 
“In these cases the fraud 
was by the company not 

against the company - . 

The research supports 
those who think companies 
face dangerous levels of 
pressure to meet market 
expectations. Arthur Levitt, 
chairman of the US Securi- 
ties and Exchange Commis- 
sion, recently attacked 
accounting “hocus pocus" 
used to hoodwink the mar- 
ket 

The APB paper suggests 
company managements are 
enticed into bending 


accounting rules to meet tar- 
gets. Auditors - who believe 
there is an expectation gap 
between what they can 
achieve and what the public 
expects - complain that . they 
have to rely on management 
information. 

They also come under 
pressure when managements 
withhold information as the 
day approaches when results 
are expected by the market 
A decision to delay 
publication would seriously 
damage shareholder inter- 
ests - at least in the short 
term. 

“Auditors are not in a 


position to concerns 

about the quality of evidence 
available to them unless 
such concerns can be demon- 
strated with near certainty,” 
said John McGill, Chai rman 
of the working party which 
produced the report. 

The APB has in the past 
suggested a range of reforms 
but has run into consider- 
able opposition - especially 
from companies. - - 

Auditors themselves are 
unwilling to accept a greater 
role unless the laws of legal 
liability are altered to 
lighten what they see as an 
unfair burden. 


BRITISH SOCIAL ATTITUDES OPPOSITION TO EU INCREASES AS GOVERNMENT BECOMES LESS EUROSCEPTIC 


Trends study reveals a perverse view of Europe 


By Nicholas Timmins, 

Public Poficy Editor 

Britons' attitudes to Europe 
are perverse, according to 
the latest edition of British 
Social Attitudes, the annual 
examination of long-term 
trends. 

“During the 1980s. when 
Mrs Thatcher's government 
was becoming more and 
more openly Eurosceptic, so 
public attitudes seemed not 
only to resist the trend, but 


to become increasingly sym- 
pathetic to a stronger rela- 
tionship with the European 
Union,” yesterday’s report, 
based on in-depth polling 
shows. But now, “with a gov- 
ernment that is more sympa- 
thetic towards the EU, pub- 
lic opposition seems 
perversely to have been on 
tbe rise”. 

The government faces a 
struggle persuading the pub- 
lic to join the euro in any 
referendum. 


Only 53 per cent of the 
population favoured contin- 
ued membership of the EU 
in 1963, with 42 per cent in 
favour of withdrawal. By 
1991. 77 per cent, more than 
three-quarters, wanted con- 
tinued membership, suggest- 
ing that the population was 
“slowly becoming accus- 
tomed to, and even perhaps 
comfortable with, being part 
of the European commu- 
nity". Those advocating 
withdrawal had fallen to just 


16 pa* cent. That trend had 
dramatically reversed by last 
year, with only 55 per cent 
favouring continued mem- 
bership. The only comfort in 
the figure for pro-Europeans 
was that those advocating 
withdrawal had climbed 
only to 28 per cent, with the 
“don’t knows”, who for years 
had run at 5 to 6 per cent, 
rising to 17 per cent 
“The start of the decade 
may well have been the high 
watermark of British sup- 


port for European integra- 
tion,” the study says. 

Only 17 per cent are con- 
tent to lose the pound, with 
the same percentage willing 
to see the euro phased in 
alongside it 

“Even with tbe presumed 
weight of government sup- 
port behind the proposition, 
a referendum victory on 
Britain’s adoption of tbe 
euro will be hard to 
achieve," it adds. 

Three-quarters oppose EU 


control' over taxation and 
there is not a single area of 
policy In which a majority , 
would cede national deci- 
sion-making to the EU. But 
Britain is not unique, 
according to the study, 
which this year links with, 
studies from other countries. 
“Surveys in Germany, Aos- 1 
tria, Denmark, Sweden and 
Finland an attest to the foot 
that majorities of these pop- 
ulations are also opposed to 
monetary union," it says. 
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C AR tNPUSTBY 

Expansion for Peugeot as 
Ford extends output cuts 

Peugeot will today announce an expansion programme at 

its Ryton factory In the English Midlands that shouW boost 

output of the 206 hatchback to about 3.500 a week, from 
around 2.200 at present An exha working shift at Rytan 
wflf take output to wed above 150.000 cars a year - a leva 
not seen for years. Productivity there has Improved dra- 
rnafically in recent years, persuading Peugeot s French . * 
chiefs to authorise additional Investment But the news 
coincided with a decisfbn by Ford to prolong production - 
cuts at its Dagenham plant in east London until the end of 
January. In September, Ford said it was cutting output of - 
Fiesta hatchbacks at Dagenham because of rising socks. 
Last month, the reductions were extended further. ■ 
The contrasting moves highlight the mixed fortunes of 
the UK motor industry. Some manufacturers, notably the ■ 
Japanese, have been hiring workers and Introducing new 

models, but others have been cutting back sharply. 

BMW's supervisory board is meeting in Germany today to' 
review an agreement reached between trade union chiefs ■ 
and the company's Rover offshoot to secure the survival 
of Rover's big Long bridge factory, also In the English Mid- 
lands. Haig Smonian, London 

THE^ ECONOMY 

Retail deals boost credit data 

The net level of consumer credit rose by £l.18m {$ 1.95m) 

In October, according to figures from the Bank of England, 
the UK central bank, yesterday. It was an annual increase 
of 17.2 per cent Analysts expected the monthly increase 

to be about £1 bn, with some attributing foe higher figure ‘ 

to a spate of Interest free” credit deals from retailers 
struggling to attract customers. Credit card borrowing 
increased by Just £307m during October, the lowest 
Increase since February. Other landing to individuate - 
including bank loans and overdrafts - increased by a net 
2875m. around the average monthly increase since April 
■Despite waning confidence, there are few signs of any 
consumer retrenchment as for as debt is concerned." said 
John O’Sullivan at Greenwich NatWest, investment arm of 
National Westminster Bank. Richard Adams, London 


EDUCATIO N • • 

Schools results released 

The government yesterday 

C\ /ML. «c AC A > released the fullest set of 
LODK ON ME fti ft- school performance tables 

S aver published in England. 

paving the way for the intro- 
duction of performance-re- 
lated pay in the teaching 
profession, it exposes the 
wide gulf in exam perfor- 
mance between state and 
fee-paying private schools, 
whose teachers can earn 
twice as much as those in 
comprehensive schools 
(state schools that accept 
all pupils in their areas at 
age 11 irrespective of abil- 
ity). it also shows that com- 
prehensives can produce 
outstanding results. The 
comprehensive City Tech- 
nology Colleges established under the previous Conserva- 
tive government - which enjoy the backing of business 
ami advocate performance-related pay - were among the 
highest performing schools. But teachers' leaders, who are 
opposed to payment by results, attacked the new tables. 
John D unford, general secretary of the Secondary Heads' 
Association, said the tables were “inherently unfair 
because they give toe impression of comparing like with 
Bke when ft fe weB- known schools start from different 
paints”. Sfrnon Target*. London 


THE ARTS 


Oscar Wilde statue unveiled 

Oscar Wilde, the Irish author and playwright who died in 
Paris in 1900 after serving a sentence of penal servitude in 
England, “challenged prejudice and took on the Establish- 
ment", Chris Smith, chief culture minister in tbe UK gov- 
ernment said at toe unveiling of a Wilde statue in London 
yesterday. “If s due to Oscar Wilde in many ways that we 
today can celebrate a society that generally appreciates 
diversity, and toe richness of diversity In our community," 
said Mr Smith. 

The bronze statue, entitled A Conversation With Oscar 
Wfkfe 1854-1900, Is by Maggl H ambling and Is inscribed 
with one of Wilde's famous epigrams; "We are all in toe 
gutter, but some of us are looking at toe stars." The cere- 
mony was attended by Wilde's grandson Merlin Holland 
who sakJfl think there’s still a certain amount of discom- 
fort about his private life in middle England. But I think 
we're reaching a point where I hope we will be Dke the 
continent of Europe where we wffl regard him as a writer 
and his sexuality as his own affair.” 






HAT BROUGHT THEM TOGETHER? A WORLD OF OPPORTUNITIES. 
WHAT KEEPS THEM TOGETHER? A WORLD OF SOLUTIONS. 

On the one hand; issuers from ail points on the planet. On the other hand: individual and institutional investors looking for 
opportunities.# What brings them together? The world’s widest "range of solutions rn global custody, depositary receipts, securities 
lending, currency management services, cash management, and execution services. • Right now, thousands of investment 
managers, bankers, brokers, and finance officers in public and private organizations are using The Bank of New York to create 
maintain, and enhance relationships with their investors. • No other Trank offers more solutions than The Bank of New York, 
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i Sir Christopher Bland sits 
on a white sofa in the 

b r “? n ’ s of ^ ce of the 
British Broadcasting Corpora- 

Uon, and considers the essence of 
the world's best-known public 
broadcaster. “Its history creates 
its character. It is in the wood- 
work and the air conditi oning " 
he reflects. 

There is quite a lot of wood- 
work in Broadcasting House, the 
headquarters of the BBC since 
1932. Amid the Eric Gill statues 
aad the wood-panelled offices in 
which the corporation’s top brass 
work, it is hard to forget the 
BBC's unique history and public 
service values. 

Sir Christopher has not always 
been part of this woodwork. After 
an early career in the army, he 
chaired London Weekend Televi- 
sion, the commercial broadcaster, 
for 10 years. He was made BBC 
chairman in April 1996, and 
retains an outsider’s clarity 
about its inessential aspects. 

“The most important thtrip is 
not organisation structures and 
charts, fascinating though they 
may be, but to see if creativity is 
flourishing. I was a management 
consultant for a long time, and I 
don't think management struc- 
tures are anything other than 
ephemeral,” he says. 

That might seem no more than 
cammonsense, but in today’s 
BBC it has a revolutionary ring. 
Sir John Birt, the BBC’s director 
general since 1993, is known for 
ignoring internal scepticism and 
external controversy to imple- 
ment sweeping organisational 
reforms. 

But there is a different tone 
from the fop of the BBC these 
days as it faces yet another 
review of licence fee funding. It is 
also trying to damp discontent 
pbout its five-year investment of 
■up to Elba in new digital chan- 
(nols such as a 24-hour news chan- 
nel while cutting costs elsewhere. 

! This week, the BBC win pub- - 
( lish a new statement of its gnid- 


lng principles, deliberately plac- 
ing far greater weight an its .tra- 
ditional public- service obliga- 
tions than- bn - commercial - 
ventures such air its international 
joint venture with the US cable 
network- Discovery. 

It has faced criticisTn that the 
public service dog is -being 
wagged by the tail of -its ambi- 
tions to become a global -broad- 
caster. “I don’t believe that is 
happening, and. this 1 gives ns an 
opportunity to restate very 
clearly which is the tail 
and which is the dog,” says 
Sir Christopher. 

Yet even Sir Christopher 
admits- the BBC is. treading an 
increasingly delicate time by set- 
ting up an assortment of new 
public service' and ^commercial 
channels, while at the rama time 
trying to preserve its traditional 
strengths on public service tele vi- 
sion channels and radio stations! 


The BBC is 
stretched to its limits 
by the new-found 
range of its 
commitments 


Fears that it was compromising 
its core television and radio ser- 
vice erupted recently when It lost 
rights to live test match cricket 
to Channel Four. Opponents 
claimed it was stre tch ing itself 
too thin with ventures such as its 
loss-making international news 
channel BBC World. 

Sir Christopher’s first response 
to the claim that it is no longer 
spending enough on UK sports 
rights is to rebut 1t- “I can under 
stand that feeling, but it is 
wrong. There is no single seg- 
ment of the audience that we 
should try to serve regardless of 
fixe costs Involved," he insists. 


But he goes on to admowiedge 
that the. BBC Js stretched to ,its 
limits by the newrfound range' df 
its commitments. "The BBC is a 
powerful and well-organised, 
force, but you can see a time 
when we could not take on, much 
■more, l think we are dose to 
that, 7 * he says. 

“1 would say the BBC Is at foil 
stretch- I think, that is how 
organisations function best, but 
if somebody said- to use "Why 
don't you start three mare chan- 
nels?', I do oat think we would 
want to take thaton, even if the 
government offered to' fund 
them,” he says. *. , \ 

There is some some to. adopt- 
ing such a tone at tfca moment 
The government wHl.sbortly set 
up a review panel toconsider the 
level of licence . fed funding for 
the second half 1 of the BBC’s 10 - 
year Royal Charter, which was 
renewed by the last government 
from 1996. 

-The BBC wants the govern- 
ment to set the licence fee as 
high, as -possible. But Chris 
Smith, the culture secretary, is 
•' keen far.it to commit itself firmly 
to the primacy of producing UK 
-public service television rather 
than becoming a- commercially 
valuable global brand. 

The rhetoric is easy enough,' 
but the BBC feces a struggle to 
prove it is still needed in practice 
as commercial channels prolifer- 
ate. General entertainment and 
news channels like BBCl face 
attacks from, channels providing 
everything, from 24-hour news to 
children’s programmes. 

-As be admits, one conclusion 
might be that the BBC should 
simply provide services that fell 
in the gaps left by commercial 
stations - such as education and 
in-depth news. But he rejects 
such a role, saying the BBC must 
provide something for all those 
who pay £97.50 a year. 

“The whole point is that it is 
universal, and that will become 
more important, not less. If you 
look at why the BBC is success- 
ful and the envy of the world, 
that is because it is big and 
independent, and funded through 
a mechanism that guarantees 



Not -part of .the woodwork: Sir I 


independence." he says. 

Instead, he says it must pro- 
vide higher quality across' a 
range of services. “The BBC has 
to do something not just differ - 
ant, but 'better, than commercial 
competitors. Everything we do 
ought to be justified by a compar- 
ison with what the market can 
provide." he insists. On such pri- 
teria, there are clear weak spots 
in the BBC’s current range of ser- 
vices. Its News 24 channel - now 
broadcasting on digital television 
- is widely seen as falling below 
the standards of the main BBC 
bulletins, and those of its main 
British competitor. Sky News. 


•rates creativity more fr np ort an t than management structure 


Sir Christopher tacitly admits 
that News 24 Is a weak spot “It is 
a good service, and getting bet- 
ter. It takes time to get estab- 
lished and develop the right tone. 
It would be appropriate to exam- 
ine whether it is genuinely doing 
things that are different in three 
or four years’ time." 

Apart from defending the 
BBC’s new services. Sir Christo- 
pher's essential role during the 
next year will be to help choose a 
new director general to succeed 
Sir John. Sir John steps down in 
April 2000, and Sir Christopher 
will lead a selection process 
involving other governors. 


The job of director-general is 
unusual in combining the func- 
tions of editor-in-chief and chief 
executive of the corporation. 
Indeed, some argue that the com- 
plexity of the BBC means that it 
would be more sensible to split 
the roles between a new director 
general and a deputy. 

Sir Christopher says he is 
unimpressed by power-sharing. 
“Organisations need leaders. If it 
is hard to find somebody who is 
all those things, very well, but 
that is our task because no 
organisation can easily be run by 
two or three people with comple- 
mentary skills," he says. 


Malcaim Watson 

Beyond this - and emphasising 
that there are strong candidates 
from inside the BBC as well as 
outside - he will not go. But he 
emphasises that Sir John’s suc- 
cessor wil] need many skills to 
deal not only with outside pres- 
sures but with the “byzantine 
internal politics” of the BBC. 

Despite years of organisational 
change and “Birtist" managerial 
revamping, the chairman is con- 
vinced that the BBC’s old recalci- 
trant heart stQl beats strongly. 
This does not seem to displease 
him particularly; “Organisations 
are not primarily matters of 
charts and boxes.” 
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TECHNOLOGY YACHTING 



ever closer to the wind 


The America's Cup outcome may owe much to the wind tunnels of Seattle, writes Andrew Gellatly 



Technical tack: AmwicaOn*, competitor In 1#** AnwkartCi** 


The America's Cup may 
he best known forte blue 
blazers and dusty yacht 
dub trophy rooms. But sport's 
oldest international prize is also 
fast becoming the biggest event 
of them all in terms of cutting- 
edge technology. 

SUioan Valley companies are 
lining. up to offer their remml i 
muscle for the next cup cam- 
paign, due in Auckland next 
year. 

When Paul Cayard, winner of 
this year’s Whitbread Bound the 
World yacht race and a native 
Californian, set out to find the 
130m sponsorship he needs to 
compete, he went straight to 
companies with the technological 
clout to give him an edge in what 
has become a computing “anus 
race". •• 

Mr Cayard’s San Francisco- 
based syndicate, AmericaOne, 
has already secured half the' 
money it. needs from three spoor 
sura: Hewlett-Packard CH-P), Sci- 
ence Applications International 
Corporation CSAIQ/Bellcore and 
.Ford Motor. 

It. always boils down to who 
has the fastest boat We need the 
tools to accurately model mare 


than idfcOOO possible designs in 
tank testing aad wind tunnel 
testing, so it lends itself to infor- 
mation -technology companies 
because they can tell a meaning- 
ful Stoner says Mr CayartL- 
AmericaOue is the only cam- 
paign so far, to have secured 
money from j&rporate America, 
is a sport that has traditionally 
drawn on private fortune^ The 
New ?otfc Ydcbt Club’s pact 2000 
gratis looting to the deep pock- 
ets df its members for support, 
white Prada executive Patriae 
Bertespm is using money ifrom 
the'apalian fashion goods ^busi- 
ness tb fund Iris expensive cam- 
paign^ 

- hi addition to JSm in $»nsar- 
ship, HjP has given the Shgtrang 
AmericaOne design team’se^e use 
of its 12&paraDri-proces&4r duper- 
compfoej; in Richardson, Texas. 
The team has been usiigjtt for 
three-dinuptsional sail puglysls 
and for crunching hj 
ics datq from its tank fasting 1 at 
the US Navy's weapona research 
facility in Maryland. ) 

There is a very dear synergy 
between the work AmericaOue is 
doing and our work for motor 
racing teams." says Kxrate- Chris- 


tiansen, Ef-P's supercomputing 
program manager. 

“The tools used for analysis 
have prove d very similar. Bating 
car teams don’t have to worry 
about hydrodynamics, hut 
America One’s design problems 
perfectly map over into the auto- 
motive and aerospace industry’s 
work on fluid characteristics and 
structural analysis." 

Improvements in processing 
speed since tbe last America's 
Cup in San Diego have redrawn 
the map of what is possible in 



designing an America's Cup boat 

"Four years ago we might have 
been doing an analysis on the 
hull surface by modelling a 2zn 
cells, now we are doing 10m, plus 
those simulations are five to 10 
times more accurate," says Mr 
Christiansen. 

America's Cup rating, like For- 
mula One, has become a sport 
where only a few highly funded 
teams can be competitive, and 
the gap between those who are 
pushing development limits and 
those who are not is oceanic. 

‘It’s windy a lot . 
of the time. - 
Things will break, 
people will get 
stuck up masts, 
it will look 
very exciting’ 

Paul Cayard. winner of 
tote year’s Whiteread 
Round the World race 
commenting on the 
America's Cup 


John Kuhn, S AIC’s director of 
technology in San Diego, has 
been working on three dimen- 
sional sail-analysis problems 
which previously have only been 
calculated in two dimensions. 
“For SAJC this has been a very 
physics-oriented campaign, with 
a lot of corporate input - there is 
been a business spirit behind it,” 
he says. 

Of the 16 teams who have 
posted a $400,000 entry fee with 
tbe America’s Cup Organising 
Committee, perhaps only half 
will get to the challenger elimina- 
tion series in Au c kl an d, and a 
handful at most wfll be competi- 
tive. The technology arms race 
means only a few designers can 
ever acquire the necessary expe- 
rience with flow codes and simu- 
lation tools when even their 
wealthiest private clients balk at 
the cost 

Next year's Auckland event, in 
Hauraki Gulf, promises to be an 
interesting TV spectacle. 

“It’s windy a lot erf the time," 
says Mr Cayard, “things will 
break, people will get stuck up 
masts, it will look very exciting." 
But much of the outcome will 
already have been determined in 
the wind tunnels of Seattle and 
tbe towing tanks of Maryland. 
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MANAGEMENT & PEOPLE 


MANAGEMENT YOUNGER EMPLOYEES 


Work, rest and 
play in balance 


iwv&rr <jufTte managed td WE ute ornmo « 
B%tANC£ BETWEEN lOORJC AMD A fULWLUMG \ 

Rome up# mm* we spluwn? ' 


: Young workers in Europe have adapted to 
:job flexibility but are concerned about their 
long-term security, says Alison Maitland 


‘ff9 As long-term job 
jlJJ security becomes 
i* 1 ** more elusive, young 
: people entering the Euro- 
.pean labour market are 
. 'd emanding something in its 
'.place. High an their list of 
.'priorities is flexible work 
that will allow Hm«» for out- 
side interests and responsi- 
■bilities, according to 
research published today*. 

"Working long hours 
■every day is not for me," 
‘says a male Portuguese stu- 
.dent quoted in the study. “It 
is necessary once in a while. 
'But I want a life too; a per- 
son has other things to do 
apart from work." 

The qualitative research, 
published by the Work Ufa 
■Research Centre in London, 
involved focus groups and 
interviews with a cross- 
section of IS- to 30-year -olds 
on the UK, Ireland, Portugal, 
Norway and Sweden. 

Part of a European Union 
.equal opportunities pro- 


gramme, it covers attitudes 
to adulthood, work, family 
life and gender differences. 

The competitive jobs mar- 
ket and temporary contracts 
have left young people anx- 
ious about their futures, the 
study duds. 

The proportion of employ- 
ees on fixed-term contracts 
is rising across the EU and 
young people are the most 
affected. Many are con- 
cerned that the lack of a 
secure income will force 
them to put off having chil- 
dren or buying a house. 

In Ireland, many young 
people regard a stable job as 
rare. An Irish male hotel 
manager describes a secure 
job as one Involving a 
contract “every few years 
rather than every six 
months”. 

Reasonable pay is 
regarded as important In a 
job, but so are enjoyment, 
challenge, social benefits 
and opportunities far devel- 


opment. The long- hours cul- 
ture. prevalent In the UK 
and Portugal, is disliked. 

The study finds that 
young employees want to be 
treated fairly, to work flexi- 
bly and to balance work and 
outside life. 

In return, they expect to 
be flexible and committed to 
their organisations while 
they are employed. There is 
no expectation of jobs for 
life, but they do want some 
security in the long term." 

A female Swedish engineer 
says of her employers: “This 




Syz replaces 
Blankart 
at Swiss 
ministry 


classes and ethnic back, 
grounds want qualifications 
and financial independence. 

Young i» blue-collar 
jobs still tend fco see their 
"bread-winner";! role as 
important, but white-collar 


‘Working long hours every day is not 
for me. It is necessary once in a 

i 

while. But I want a life too’ 


place is good because we 
have flexible work hours. If I 
cant come one morning but 
I can come back in the even- 
ing to do the work, I may 
do that" 

The expectations of young 
men and women are con- 
verging: Young- women of all 


young men are. to theory, 
ready to help with house- 
work and childcare. 

“I don’t want to'jbe a man- 
ager, I want to see my kid 
grow up, and have, the space 
to enjoy it," says one male 
professional in the UK. 

But for men in the UK. 


Ireland and Portugal, 
employers' attitudes are 
seen to stand in the way. 
*Td like to bring up the kid, 
or at least work only 
part-time, if that was possi- 
ble. Yet you will always 
come up against employers 
in arranging that." says a 
British man. 

Even in Sweden, support 
from rpq p agftfTwmt is flfl ep as 
depending on whether the 
boss has children, according 
to a group Of men aged 25 to 
27. “The boss we had before 
changed completely when lie 
had a child. Before he was 
tough and trow he is under- 
standing:" 


* Futures on Hold, available 
free from e-mail addresses: 
tcru4@ioeMc.uk or 

s.leuHs@mmuMC.uk 





Good Times 
Bad Times. 
All Times. 


Chase is committed to providing liquidity anti impeccable 
execution under the most challenging coi iditions. 

Our 4,000 global markets professionals, c >mbined 
with our capital strength and award-winning research, 
make us the trading partner of choice for all your fixed 
income, derivatives and foreign exchange needs. 
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people on the move 


David Syz, 54, a Swiss 
mdustriafist, is to become . . 

Switzerland's new economic 
and industrial supremo. 

Syz, who has spent the 
last two years running SiG, a 
medium-sized Swiss 
conglomerate,, has become 
the most senior Swiss 
businessman to fake a 
substantial pay cut in order 
to serve Ms country. 

He is joining the Swiss 
economics ministry as a 
replacement for Franz 
Biankart, a veteran diplomat, 
who is retiring as state 
secretary of the federal 
office for external economic 


The a pp o in tment of Syz, a 
dose confidant of Pascal 
Coucheptn, Switzerland's 
new economy minister, fs 
expected to be foffaWed by 
the merger of the federal 
office for external affaire with 
the federal office for 
industry, commerce and 
labour. Syzwffl head the 
combined operation which 
wffl have more than 400 


officials, 

Syz, who spent 30 years 
working for Etektrowatt, Is a 
member of the Fte&nnlgB, 
centre-right party linked to 
big business, as is 
Couchepln.'The men struck - 
tip a rapport on a 100km 

march during thek Swiss 
military service; Couchepin 
is a former director of 
Bektrowatt 

It Is highly unusual for 
Swiss businessmen to be 
recruited Into senior 
positions ft the dvfl service, 
but Syz comes from a family 
wftfr a tradition of public 
service. 

Max Huber, Ns 
grandfather, was an 
industrialist who also heaped 
the International Committee,, 
of the Red Cross for nearly 
two decades. Syz's aktar 
brother. Dieter, ran the 
Swiss PTT untB recently, and 

mother brother retired last 
year as chief operating 
officer of Clartant, the 
speciality chemicals 
giant 

William Hall. Zurich - 


Lam heads 
new airport 


Barr joins 
Rudolff Wolff 


Brian Barr wffl join Rudolff 
Wolff, the commodity trading 
subsidiary of Noranda, 
Canada's biggest natural 
resources group, in 
December to succeed 
Laurent Joly. as managing 
director. 

Barr, 49, has worked for 
Royal Trust Bank of 
Montreal and 
Toronto-DomJnlon In 
Canada, Australia »id 
England and his international 
financial services experience 
should help Wolffs efforts to 
grow its commodity futures 
business. 

Joly is to join SNC-LavaJIn, 
Canada’s biggest 
engineering company, in 
January as executive 
vfce-president and chief 
financial 
officer. 

Kenneth Gooding, London 


Pignatti rises 
at Lehman 


Vittorio Pignatti, a 
well-known Milan Investment 
banker involved in many of 
Italy's recent privatisations 
as well as significant 
corporate transactions, Is 
moving to London to head 
the.European merger and 
acquisitions activities of 
Lehman Brothers, the US 
Investment bank. 

Rgnatti has headed 
Lehman Brothers' Italian 
corporate finance in Milan 
since 1989. He has been 

cweely connected with the 
Privatisation of Banca 
Commercials Italians as weU 

as the privatisation of 
Aeroporff di Rama, the 
Rome airport operator. He 
was Involved with the sale of 
Seat publisher of the Italian 
yetow Pages telephone 
directories. In what is stiB 
considered foe largest 


private equity deal to have 
been made in Europe. 

Ha h» also been involved 
in the pu&Oc 
share Offerings of 
STMfcroetectronfcs, the 
Franco-naten semiconductor 
company, and the defence 
electronic joint-venture 
between Finmeccanica, the 
Italian state industrial : 
conglomerate, and General 
Bectric Company of 
theUK. 

PfgnattTs appointment - 
was described by Vincent 
Lynch, Lehman Brothers’ 
managing director and head 
of European investment 
banking, as “a dear signal of 
Lehman Brothers' 
commitment to play a major 
role in the European 
consolidation of industrial 
¥d financial services". 
p&bk Betts. MBan 


Mallaroni heads 
BBS in Paris 


BUy Lam, deputy chief 
I executive officer of Hong 
Kong's Airport Authority, 
assumes the chief executive 
officer slot from today. 

Lam, along with most of 
the top team, has had his 
contract extended for a 
further six months - a 

controversial extension, 
given the mayhem that 
surrounded the earfy weeks 
of the new airport at Chep 
Lap Kbit 

. .Henry Townsend, the 
former chief executive officer 
whose contract is not being 
i reviewed, is quitting the 
body under a barrage of 
| attack: he picked up a 
HK$2.5m ($345,800) 
i end-of-contract gratuity. 

The money was paid amid 
an ongoing Investigation into 
the chaos ttiat 'enveloped 
, Chep lap Kbk within days of 
opening: a haft an most 
imports and exports by the 
territory's biggest air freight 
handler; missing baggage; 
and passengers trapped in 
lifts. 

Hong Kong’s US$20bn 
airport, the world's biggest, 
was to have been a fflfip to 
morale and source of pride, 
instead, in the words of one 
legislator, it became "the 
laughing stock of the world”. 
Legislators are fuming that 
Townsend should pick up a 
bonus on the way out 

The investigation has yet 
to apportion blame for the 
airport chaos in July. But, to 
many in the Industry - 
especially those in the 
business of export and 
import, which was the most 
disrupted - it is a further 
snub that the main top 
names are to serve an extra 
six months, and that 
Townsend should walk off 
with a bonus. 

Louise Lucas; Hong Kong 


Royal Bank of Scotland has 
recruited Eric MaRaroni 
from Union European* de 
CICto head its new 
acquisition finance operation 
In Paris, its second in 
Continental Europe. Pierre 
Chabretie, also from GtC, is 
also joining RBS. 

At CIC, which ha joined in 
1989, MaHaroni buBt an 
operation which last year 
ranked first as a provider of 
acquisition finance fan 
France. He had previously 
worked for Banque de 
j Gestion Priv6e, the merchant 
bank, and in project finance 
for Technip. the engineering 
company. Mallaroni wffl 
report to Laith Robertson, 
head of leveraged finance. 

The opening of thp Paris 
office follows RBS's 
appointment of Michael 
Fficking in September to 
head its new 
Frankfurt-based German 
operation. RBS, which 
ranked second in UK 
acquisition finance last year, 
believes Paris and Flrankfurt 
are the best places to start 
its Continental 
expansion. 
day Harris, London 


Stmad leads 
K&H Bank 


Pavel Stmad, 55, the 
current general manager of 
Central European operations 
for KBC of Belgium, is to 
take over as chief executive 
of the Hungarian K&H ( Trade 
and Credit) Bank. 

Stmad, who studied at 
Prague University of 
Economics and the 
University of Wisconsin, left 
his native Czechoslovakia in 
1968 for the US. 

He began a 20-year career 
in banking with Citttwnk in 
the mid-1970s, working In 
the US, Frankfurt and 
Austria, before returning to 
Prague to head the Citibank 
operation between 1991 and 
1993. 

In 1993 he took over as 
chairman at the Czech arm 
of the Austrian 
Raiffeisen bank, developing 
Its operation into a 
fuff-service wholesale and 
retail operation. Stmad 
moved on as chairman of 
Bank Hana in 1997, a retail 
bank with 105 branches 
based mainly in Moravia, 
before leaving this year for 
KBC which, with Irish 
Ufa, owns 46 per cent 
of K&H. 

Stmad replaces Hungarian 
Jeno Eros at K&H, which is 
Hungary’s thta-Jargest 
commercial bank. Eros is to 
become chairman of the 
K&H supervisory board. 
Hester Eddy, Budapest 


Moving places 


• Louis Nchfindo has 
joined the board of De Baers 
Consolidated Mines. He is 
managing director of 
Debswana Diamond 
Company, a joint venture 
between De Beers, the 
diamond producing and 
rearireting group, and the 
Botswana government 

• Laurie Mayers has been 
appointed managing director 
and global head of credit 
risk at NatWest Global 
Financial Markets, part of 
the NatWest Group. She 
joins from ING Barings. Prior 
to that she worked at 
Morgan Stanley. 

• The Chase Manhattan 
Corporation has promoted 
Geoffrey Sherry to London 
to head Its high yield trading 
and capital markets unit for 
Europe. Sherry wasmost 
recently co-head of Chase's 
high yield trading business 
&i New York. 

• NatWest Global RnandaJ 
markets, Spain, which Is part 
of the NatWest Group, has 
appointed Jose Maria facets 
managing director and 
country' manager of Spain, 
loeta. 41, joined NatWest 
GFM In Madrid as the head 
of treasury and capita) 
markets in 1995. 
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ittrocommiENTS 


Im«l your capito] & skills to help smkU 

* Owd naw of im ... 


companies grow 


• Mas imi« yowr« ums and ElsSh^aks 


cTu “t hmwotk or Business Angels 
subscribe to Venture Capital Report today - 

• M 3 Varicty * vened °PP°" U ™« evetfjnawh 
cnoepreneurs and other invesiore ai oor regular tnodoo 

1 “vestment presentations 

• f! ei ‘ hcr Bjonc “ **1°*°™* 0 syodicaa: 

s regulated by the SRA validating oar investment veamg system 


PRESS MONITOR 

An overview of the Russian press 
to go with your morning coffee 






- For -Sals' 

SUBSTANTIAL BOTTLING 
FACILITY 

.■ Cuirent budgeted production Z5m cases pa. 

■ Flexible bottling fine 200-750mI at 360 bottles/mrn 
max speed : 

■ 3,000 W bulk storage .. . . 

■ On site warehousing for 2,000 fuH pallets 

■ Freehold sfte and buildings with ample 
office accommoda&on 

■ Skilled workforce 

■ Located in Kendal, Cumbria 

For further information contact Nicholas Brown 

ITO Pebenham 

Thorpe 

fittl 200 2050 


. By order of PlOotky* AKodnood- JofaRAiBnioliuiMii 

JR TAYLOR (WIGAN) LIMITED 
In Administration 


BUSINESSES FOR SALE 




The Joint Administrative Receivers, Michael Horrocks and 
Steven Pearson, offer for sale the business and assets of 
this north-west based manufacturer of quality, business gift 
related, leather goods. 

- Principal features of the business include: 

• well established business 

• turnover £ 1.2 m 

• 45,000 sq ft freehold factory in Oldham 

For further information, please contact Russell Cash or 
Haroon Ansary of Pri cewaierhouseC oopers, Abacus Court, 
6 Minshull Street, Manchester Ml 3ED. 

Tel: 0161 236 9191. Fare 0161 228 3920. 


www. pressmonitor. ru 


CHELTENHAM GOLD 
CUP WINNING 
TRAINER 

NOEL T. CHANCE 

HAS IDEAL XMAS 
PRESENT FOR YOUR 
PARTNER 

■ Exciting French Bred Colt 
WINNER of 2 and PLACED to 
* «*er Xnw ‘A Shan mflablc 
* Irish Bred 3yr CHd WINNER <£ 1 
and Placed 'A Brother to 
9 Winners 'A Share anflaUr 

Call Noel on 01488 73436 
Mobile 0385 300 168 
or 01488 73974 


ta»Mi«/aMW«£ 


Management Buy-Out 
What is your 
company worth? 

PC \fRaUKCt valuation model, 
x. i»ed by venture apate. 
£49.95 + VAT. 

Fey further iktaiU conuri: 

F^VcmmhUmM 
3 Unaware Sam. Ueton WlX«tti 
Id- IM7I-9I79M I Ku: 01 7 1-917 
Wchric. n«njnaati< * 

RcpfaMJ* Ur ban snltteanUba} 


BUSINESS OPPORTUNITY 
ACHIEVERSU 

Earn up to SSOOQ a week as a 
atonal ana i dtoa to f ■ Training 
provided. To qualify 
(80(9813-3866 - 
GLOBAL TOLL FREE 
(800)458-22747 
Fax (41(9 747-8302 


BUSINESS 

WANTED 



Fine Art 
Gallery 

Prime Oty location UK 

• Turnover ffi 39 ml 

• Gross Profit 3K 

• N« rearm £1 .47ml 

• Exeeflaa pranisBfloatiHi 

• Expnmionteip««tfa cyp ci i muu^ 

• VendatAnafif KBinabte 
Offers in region of £65mllNAVJ 

/wondale 

fttaal 


It’s your Chance ~ 

International Trading Hoik 
for active, passive and electro- 
mechanical comp on ent s with 
ies main office in Germany 
offers position as 

UK Sales Manager/Partner 
for person whh ceahfebed coatacts 
inihctd aaB aaMnriraiionand 
industrial duamoics rndasuy. 

Possibility of Pannmtnp. 

In career interco. please ran tu. 

0171 823 9SS3 

- Ann: Mr. Ruy Hatch 


FOR SALE 

FAMOUS SCOTTISH 
HIGHLAND HOTEL 

Successful, Historical 
! Country House Hotel set in 
magnificent pidurc 
iro&carii settings. 
Good track record and 
room for growth. 

7 ' PrtocipaK only apply. 

Contact Box Bft212. The 
MupcU Hm. One Smatws*- 
rVoBflfc#. London SEt 9BL- 


Sooth op'KMaj^o^&McmN. 

2 U2MoaaBni»naiMAii)MN« 
OnratoaUttMtetoHSMBwaiK 

Uwoie war. Ov 9 U»c^lbm«- 

Btabums 40 v£ab 8. OMdfi Kxnttra 
TO^Al UnrjartrrjMii MW 


*• Be^rokc f urnitu re for e duc a t i on , hospital, 
laboratory, leisure & commercial markets 

• Registered trademarks Tfcybco & Tkyhrolab 

• Accredited saopfier to cococdls, tmtandties, 
piunoaceuticafcoinpiiires 

• Turnover £1.6m p.*. - sldlled workforce 

• 25,000 sq ft freeboldAong leasehold premises 

For further information pleate r > * 
contact. Michael Hall or JLaC|tll0LlXl 

Elizabeth Williamson oe: g-y 11 . 

Tel: 0161 834 3313 L fOSSi ey 

Fax: 0161 835 3480 ElDflVIS 

E-mail:io«lM.cdiirOUtbiiutrosp.»-uk 


MnoMwC^mkBtaMkihh 

~ — | - 


iifOMndtewM 


ONBRH ALFOF 

IBB XONDON BOROOCB OP BRBNT 

Gglf/Leisube 
Development Qrfqritqdxi 
Northwick Park, Harrow 

+ Prorf*>ont site tn West London 

♦ Apprax 300,000 people 
.within a IS minute drive fine 

+ Leasehold available at 
annuel rented 

* Approx 29 Acres (72 ha) 

ForFLriherrifoimc^pleae& 
contact AnO&vHSer 

Chesterton 


SGM CORRUGATOR 
ROLLS LIMITED 

In Adimnistrative Receivership 

The Joint Administrative Receivers, James 
G leave and David Whitehouse of Buchler 
Phillips, offer for sale as a going concern the 
business and assets of SCM Corrugator 
Rolls Limited. 

• designer and manufacturer of new and 
refurbished steel corrugator rolls, 
pressure, glue, and doctor rolls 

• £1.5 million annual turnover 

• 18,000 sq ft leasehold premises 

• plant and equipment including Thompson, 
Snow, Cincinnati, Swift and Wadkin 
heavy duty machines 

• well established customer base 

For further information and a sales 
brochure please contact: Anne O’Keefe or 
James Gleave Telephone: 0161 228 6622 or 
Fax: 0161 228 1199 


/ BUSDffiSSX 
f SALE REPORT \ 
ite nol l lUMc(nBdumii>lBp\ 

zapmbifvnfi aft* WmaEonpiV 


; MBdafWmxMalfybDwSn 
iMvoonmtDririBBafHMyBBMtL 
v. fosdwaipBiniiatait: 

V : 018L875D200 J 

ShfilEiDfettiDv y 
■. for w. 


londwiarea ] 
* 10% pre-tax profits # 
& Turnover £3. 7m pa. ■* 
t^easehoW, freehold may 
-be available. - j 

j . Principals aidy j 


Wril Picscnled Established 
l hufd n s5ing & Beamy Bosinesses. 


portions 

- Qood kxylriMa • Fts% xufled 
IW •AadmduxnnUi 

dptt OCU«a • JUa £7_Y» 


Offer* in excess qf £475.000 


lOwSoMhroBfcBtUvHXM-kaSEl *HL 


For Sale 

• Turnover - £J.8m 

• Profitable 

• South ikst based 

ByayltanLaW 

SBChonmur SBupc Loadpa W1X 9TC 

m m7] * 0 *ok Hk eaitaem 

njreiirti»i»liiri^ji4Wwa*Xtefr 




CONTRACTS & TENDERS 


Government of the People's Republic of 
Bangladesh Ministry of Posts & 
Telecommunications 

REQUEST FOR PROPOS ALS 

LICENCE TO OPERATE A MAJOR NEW 
TELECOMMUNICATIONS NETWORK IN DHAKA 

The Government of the People's Republic of Bangladesh announces its 
intention to increase private sector involvement in the telecom sector through 
awarding a licence to hnild, own and operate a new telecommunications 
network in Dhaka, Bangladesh with a capacity of 300,000 access lines. 

The Licence will authorize the Licensee to provide telecommunications 
services id the public in ihe Dhaka Multi-Exchange Area (MEA) in 
The infrastructure of the new operator will include all wireline 
rind fixed wireless telecommunicstions facilities necessary to provide access. 

switching and inter-exchange transmission of telephony and other 

icIccommufucatiotB on an end to ereMw* fer. local services. Nadona) and 

International services riay also be provided through revenue sharing and 

intern . f and To mhoiffi Board 


. .. • . 

Additional information, including scope of services, rotercoiroectron 
antn^ements and revenue shares are detailed in the Request for Proposal 

•The RFP will be available for purchase at a cost of OSS 500-Mor Banglaiedi 
000 00 in the form of a Bank Draft, from 1300 hours BST, 
jSS uttil 1700 hours BST December 10. 1998 at the adAess 

bcUw: ' 

Tlie*JkHatScicnflvy •. : 

ytj uivt ry of Posts & TelecommutHcttfiore .■ 

Government of the Petrie’s Repubitc of Banglade* , 

Bangladesh Secretariat ■■ 

Building No. 7 {4th floor). Room No 419/B 

Dhaka, Bangladesh " 

Telephone; 880-2- 869033 cy.;- 

Fax: 880-2-^66670 
g.mail: mopjffhrrb.Ttet 


BUCHLER PHILLIPS 

FINANCIAL RECOVERY AH0 RESTRUCTURING 


For Sale 

Exceptionally profitable and well run 
COMMERCIAL REFTOGERAlXMi^lISlNESS 
wfti contra of niche markets. 

Profits in excess of El M. post tax, this year and rising to E2L5M 
within two years on proven expansion programme. 

Principals only; ptease apply on your company 
letterhead for further details to: 

Mercantilists Limited, Groat Wincey Farm, 
FmchlngfleJd, Essex CM7 4LA 


For Sale in Dublin 

Thriving, High Profile, Freehold. Service Station & Shop. 
; Excel lem turnover, certified figures available. 
Details: Keiron Diamond 
Tel: 003 531 662 3255/Fax: 003 531 661 8235 


B o 1 ’j c s s £ 3 For Sale plc: 


Photo Frames & Prints Q u « rr y i Concrete l Hattixa* 

i band Em mxtebcaWiI* _ *^**2"°. 

Bade orijr, uraj RMBdeatU ak; non one. ■ 
■ttfOS.g-warontee.foOSR.*-. 


CONTRACTS & TENDERS 

INVITATION FOR BID 

Cables network branch with the fund of Albanian Telecom 300.000 (three hundred) USD wants 
to procure for 

“EQUIPMENT, TOOLS AND MATERIALS FOR CABLES 
LAYING IN CONDUIT SYSTEM” 

Cables Networ k Branch invites the interested subjects to take part in the “International Open 
Tender” of f er i ng their highest quality with the best competitive price for delivery of tools and 
mirt«Tala to be used in the conduit system of the Albanian Telecom. A complete set of the 
Tender Documents in English language may be purchased by interested subjects every day from , 
< Monday - Friday, ax time 08.00 sin. - 15.00 pjru on the submission of a written request and ! 
up on prepayment of a non refundable fee of 50 US. The document will be sent by DHL also, 
span prepayment of a non refundable fee of 90 USD. The payment are to be made directly in 
the premises of the Cable Network Branch or through its following financial address. 

CABLES NETWORK BRANCH. I 

FTLIALf J RRJETEVE KABLLORE 

National Commercial Bank 

Account Number $391107/01 

Saving Bank 

Account Number 3265/3710 
ALBANIA 

The Bid must be submitted to the secretary of the Cables Network Branch on the following 


CABLES NETWORK BRANCH 
FILIAL 1 RRJETEVE KABLLORE. 

Rrugtr “ 'AldsumdcrMoisuc ", Kinostudio. Tiram-ALBANIA 
The Bid most be submitted not lairs- than 20 January, 1999, at 10.00 am, when the Bid mil be 
open in Cable Network Branch premises in the presence of Bidder's representatives who wish 
to attend. The Bid Security will be forfeited if the bidder withdraws its Bid after the Bid will be 
open or, refuses *» sign tire Contract 

. For soy further information you can contact the following address: 

CABLES NETWORK BRANCH 
. FILIALI I RRJETEVE KABLLORE. 

. “ Rnig* “Aleksander MoisitT, Kmoaudio. Tirana-ALBANIA 
Ann:Elsa KASIMATT 

TW: ++355 42/63468 Fax:++355 42 32200 


rc 1 1 K iS I l I c^. C 


Surveyors. Valuers & Agents 


Nottinghamshire 


NrafflffiEtouB 
R m Bl’B M D FOB 35 
! ■ Mainly pwptttbwlL 

• Fee ranee £318-1328 per pews per 

week. 

* TO year erf 30.7J7 £49*000. 

■ Ran under mmcemenL 


Noumgbam Office 

aj57/FT7025imJ 

01159483100 


Northamptonshire 


T&e Lamport Swan 

• Pufrtesawim deve lo p m ent 
opfKKfunby. 

• Ccanprtxcj pub. adjoining horacaod 
bams. 

• Thomae pennteskm ft* b&gc 
family style trading mtiL 

• 3/4 sexes, woaderfnl views booh 
cowmyade. 

• far leamg Iwlu nmf . 

Owras tsvnro umc msmtu> 

When Ktyna Office 

Ref74/FT5I4Mt 

01908206600 


(haQtsREuiLBiBimss, 
Oxford Strebt 

• Prime locatioo dose to New Bond 
SiceL 

- Strop premises circa 530 sq ft. 

• Basement drea 550 sq ft. 

• Bent £135X100 pax until September 
2000 ; 

• fiist time oo tbe mericeL 

- Et^oys ■* nttoranooxl xcptnatkai. 

MSMMleudold 

Contact Paul TaUemyrr 
London Office RefOOSfFTlH&S 

0171227 0700 


Town Cbsike Public Boose 

» p* in idd »»< 

• S section ground floor bar (1404'). 

- fim floor ftmctioa bar, trade patio 

.-Mings to May I '>93.1446^00 cxc 
VAT. 

• Well tefutbisbed trade areas and 
knebe n x. 

■ High volume wet trade. 

&5JNQ LEA&BOLD 
Mtddaont Office 
R*f88rFT551l6/FCl 

01622 656000 


EMI Dual Registered Home 
Rkbstsudidr 31 

•21 stngka, 6 twins. 12 co suite. 

• 25 romcmg 0 n-oirfi-nral 

■ Maoa^nmt ran. 

•TO 30.4.96 £524311 Net profit 
£119X100. 8 person passenger Ml 
• 95% pins occupancy. 

• Plans passed Tor 20 bed exlettnocL 
-Good order throughout- Preseal 

hands 17 yean. 

£775jMO pkeebold 

Exeter Office Ref 32/FT7V62C/MB1 

01392 259371 


Offices at: London • Birmingham • Bristol • Edinburg:- 
Iexltlr • Glasgow ■ Ipswich • Leeds • Maidstone • Manchester | 
Milton Keynes • Newcastle • Nottingham • Winchester 


Smith & Williamson 
Chartered Accountants 

The Joint Administrative Receivers PG Mills and 1J Allan 

Offer for sale the business and assets of 

GRP Fabrications Limited 

• Manufacturers and suppliers of underground chambers, 
manhole covers and specialist plastic and compound 
products for the construction industry 

• Current annual turnover in excess of£5m 

• Well known and established business 

• Trading from premises in Daventry, Northamptonshire 
For details, contact Anthony Spicer or Henry Shi niters 

at GRP Fabrications Limited 

Ifn AAmt mitrulwr Rut nmlup) 

19-27 Royal Oak Way South 
Royal Oak Industrial Estate. Daventry 
' Northamptonshire NN11 5PJ 
Wr 01327 706305 Fate 01327 300216 
Smith Sc WffEamson 

No 1 Riding House Street. London W1A 3AS 
Tel- 0171 6375377 F«eOI71 32S568S 
Smith & W illiams on 
Chartered Accountants 

Rcglsiatd ro carry on arnSt work and authorised to carry mi 
investment business by die Institute of Chartered 
Accountants in England and Wales 


Guernsey Kings Club 

An excellent opportunity to acquire 
the Island's Premier Leisure Club. 

Leisure suite Incorporating indoor pooL Saunas and steam rooms. 
Spa and outdoor heated pooL fully equipped gymnasium, 

4 squash and 6 tennis courts. Aerobics Studio. 
Restaurant. Bar. Beauty Salon. 

Tlie only private moniienbip leisure dull on the bland 
of Gacmsey, with the added benefit of substantial 
lease and rental income. 

Guide price £2.6-3 mUIxoa 


NO TTIM.HAM 


Norsk; HtaK 

CDnsnur Rsgsiemd roe 35 

• I3itaifIa.S doublet 4 triple 
bedroonw (12 ca mate). 

• Pees £31 8-£350 per padeoi per 
week. Situated doro to eiiy cenue. 

• p t™p»ro gardens. 

0I5JM nSEBOID 
Not tingh am Office 
Jftf 57/FT7026QMA1 

0115 9483100 


South Wist 


OmessED N ws»c Home 
Rbgbrudvor42 

• 26 stogies. 8 ndn (30 en raise). 

• TO £ 1Z600 per week. 

• KtamgcnicxA nro. 2 pancoger lifta. 

• Extensive quality tnTCUloiy. 

• Bariable icpotaiion. 

• Ample pofaGc mam. 

£1,1954)08 TOEHOLD 

Exeter Office Ref32/FT79624MB1 

01392 259371 


Resssntial Cake BotfE 
Rbgbzbued vor 13 

• Ideal for owner ocaqaea 

• RxceHetU oecopaocy knts. 

• Set la berafifal mamc gardena. 

• Long established home. 

• Owner's acenaxsodadoa. 

flMyOMmnou) 

EtSnbtagti Office 

Kefsa/FmimuA 

01315576666 


DHKBYsHlItf. 


FKEEHOOSE & RXSIAIIKANT * \ 

■ Receudy idbrtxsled n a h^i 
standard. Busy ’A" mod tocetioe. 

• lUduxs year cad 9. It. 98 £311X000 
iecVAT. 

• 4 bedroom private accoramodatkn. 

£95JM nmou> 

Nottingham Office 
Ref 57/FF50762/FD1A 

0115 948 3100 


FOR SALE 

Well estabfefted Independent Tour 
Operator in the UK and European 
Groups market 

Leasehold offices ot 850 sq It In 
Homo Counties town centra 
location. 

Retirement sale offering the 
opportunity to integrate into an 
established business or entry Into 
the tourism industry. 

Please reply in confidence » 

Box B6211. Financial Tries, 

One Southward Bridge. 
London SEt 9HL 


Long Established privately owned 


• £5rn turnover 

• Paitiaibr expertise in the wmer 
companies market 
• Valuahic pn^teny ptwtfoOo 
• Midlands based and ideal for 
nurgCT with larger operation 
to expand sphere of activity 
• Skilled and experienced workforce 

For further information concoct: 
John Primmer oTKcdy Beedhem 
Tel: 01543 420000 
Fax; 01543 416551 


BUSINESS SERVICES 

DO RUSSIAN VENTURES GIVE YOU HEADACHES? 

O 14 experienced team of Moscow-based Eoca) lawyers, 
accountants and irtvesl^alors locates missing business partners, 
debtors, assets, and investments. We also mediate commercial 
deputes and provide REAL business vakatiors. 

RUSSIA RECOVERY SERVICES 
USA Fax: 1-212-2084450 or mpekar^mnet 


FREE BUYERS 


Faded eahknowtid beta, dguna 

umwalsm are mcti. roueft roora. 


German language xervice* 
by UBC Associates. Aseumte - 
ua n s l aflo nsbyiaaires p M te ni 
Mo Er^fish «id Genrien 
ptnonrial, legal, creative, boanett 
land more). Certified NYU. . 



GUIDES 











/ 
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BUSINESS & THE LAW 


INTERNATIONAL LAW ASSET SEIZURE 


No hiding place for 
state-owned companies 


John Mason on Kuwait Airways' $1bn damages claim against 
Iraqi Airways for the loss of aircraft seized in the Gulf war 

p^l Kuwait Airways foreign governments to were lata- damaged dur 
recently wot die lat- seize commercial assets. bombing campaigns or flo 
eat stage In its Chrlstouher Gooding, the to Inn where thev remah 


■Cl Kuwait Airways 

Br. recently wot die lat 
eat stage in its 
protracted legal fight in Lon- 
don's High Court tO claim up 
to $ibn in damages from 
, Iraqi Airways for the loss of 
\ aircraft and spare parts 
' seized during the 1931 Gulf 
war. 

In a landmark legal judg- 
ment. a judge ruled that the 
seizure by Iraq of 10 Kuwaiti 
civil aircraft was, in effect, a 
breach of international law 
and damages should be 
awarded. 

The ruling, although sub- 
ject to further appeals and 
other hearings, has serious 
. implications for the Iraqi 
regime. Iraq now faces the 
threat that civil aircraft 
belonging to its state-owned 
airline may be seized If it 
begins international services 
after any lifting of sanctions 
against the country. 

The ruling is also expected 
to be welcomed by inter- 
national business since it 
provides the first firm legal 
precedent for making claims 
against state-owned entitles 
that are being used by 


foreign governments to 
seize commercial assets. 

Christopher Gooding, the 
partner at LeBoeuf, Lamb, 
Greene & MacRae, London, 
who Is acting for Kuwait 
Airways, says: "The decision 
can be seen as the commer- 
cial equivalent of the Pino- 
chet extradition decision by 
the House of Lords. In Pino- 
chet the court said that cer- 
tain unconscionable actions 
of heads of state breach the 
normal rules of immunity. 

"In Kuwait Airways, the 
court said it was not possible 
for a state-owned company 
to hide behind the laws and 
orders given by its govern- 
ment where those laws were 
Internationally recognised as 
repugnant" 

The eight Airbus and two 
Boeing aircraft involved in 
the case were seized by Iraqi 
Airways on the orders of the 
Iraqi government soon after 
the 1990 invasion oT Kuwait 
An Iraqi government order, 
"Resolution 369", then 
declared the dissolution of 
Kuwait Airways and ordered 
the transfer of its assets to 
Iraqi Airways. The aircraft 


were lata- damaged during 
bombing campaigns or flown 
to Iran where they remained 
for a considerable time. 

In 1995, the House of Lords 
ruled that Iraqi Airways was 
entitled to "sovereign immu- 
nity*' only over the removal 
of the aircraft from Kuwait 
since it was acting on the 
orders of the Iraqi govern- 
ment However, this immu- 
nity did not caver its subse- 
quent use of the aircraft as 
part of its commercial fleet, 
it ruled. 

Iraq then argued that even 
If it was not acting as a sov- 
ereign entity during that 
period, it was acting under 
orders of the state - the 
so-called Act of State doc- 
trine. The High Court judge, 
Mr Justice Mance, ruled that 
in the case of the Iraqi Inva- 
sion of Kuwait, the normal 
principle of international 
law - that states respect 
each other's laws - Bhould 
not apply. There was no 
absolute bar on examining 
the conduct of a foreign sov- 
ereign state, be said. 

Much was made by Iraqi 
Airways of the fact that the 


incorporation of Kuwait Air- 
ways into the Iraqi fleet took 
place within Iraq and there- 
fore the UK courts were not 
entitled to inquire into the 

acts of a sovereign Btate in 

its own territory. In the 
alternative, It argued that 
Iraq was the de facto and 
rightful government of 
Kuwait daring the occupa- 
tion period. 

However, the judge dis- 
agreed. He ruled that Iraq 
had no legal status as the 
government of Kuwait at 
any time. He held that there 
was no absolute her on the 
examination by an English 
court of the conduct of a 
foreign state and thin was 
exactly the sort of case 
where an English court 
should look behind a piece of 
foreign legislation. 

"In short, this is a case 
where this court can and 
should properly conclude 
and proceed on the basis 
that there were clear and 
fundamental breaches of 
International law and of the 
United Nations Charter, both 
In the Invasion of Kuwait 
and In foiling to rescind 
such actions in compliance 
with the Security Council's 
resolutions," he said. 


Legacy of wan the tanchnaric flndbgj for Kuwait Ahwfcya has serious Impflcationa for faq Afcfrt Harper 


Iraqi Airways had argued 
that the International com- 
munity had not always acted 
consistently 'over breaches of 
international law and UN 
resolutions. 

The judge said rash case 
had to he judged on Its mer- 
its. However, the argument 
"that international law has 
not always been enforced by 
the international c ommuni ty 
is no reason for ignoring it 
when It has been consis- 
tently and decisively Insisted 
upon from the outset". 

Iraqi Airways is to appeal 
against the ruling and a date 
has been set to spring 3000. 
The case could go to the 


House of Lords, the UK's 
highest' court, for a final 
decision on the legal princi- 
ples. A further trial will take 
place next autumn to deter-, 
mine the damages to be 
awarded to Kuwait Airways. 

Mr Gooding commented: 
"Tills has been a year when 
the English courts have 
changed what has often been 
a fairly equivocal attitude to 
international law. There is 
increasing recognition by 
the British Judiciary of the 
persuasive nature of 
international law in deter- 
mining English public 
policy. 

He referred to . another 


comment by the judge that, 
in this case, the' contraven- 
tions of Internationa] law 
- could hardly have been more 
fundamental. i.-. 

The judge went, cm; "Any 
suggestion that.. It can be 
viewed as remote or irrele- 
vant to this country or Its 
public policy must also be 
dismissed. That in the mod- 
em world all countries are *a 
piece of the continent, are 
part of the maiiT finds 
expression in the preamble 
and articles of the. United 
Nations Charter." 

Mr Gooding says: "These 
decisions give teeth to that 
sentiment.’* 


; LEGAL BRIEFS 

British lawyer’s 
first for US 
organisation 

Andrew Thomas, a partner in 
the London office of Akin 
Gump Strauss Hauer & Feld, 
the US law firm, has 
-become the first Bffiiah 
lawyer to be elected afeflow 
of the American Gtrftege of " 
Investment Counsel, an 
organisation of lawyers 
Working br-housa and In - 
private practice who 
specialise fri institutional 
Investment financing. 

Paris partner 

Eric Schwarts, a US lawyer 
and former secretary-genera! 
of the ICC International 

Court of Arbitration in Paris, 
has left Batons HwtzfeU & 
Heflbronn tojotn Freshftekls 
as a Paris-based partner In 
the UK-based international 
taw firm's international 
arbitration group. 

Solicitor probe 


Rival newspaper denied use of delivery service 


European 

court 


A newspaper publisher 
holding a large share of 
Austria's dally newspaper 
market is not required to 
allow the publisher of a 
smaller rival newspaper 
access to Its borne delivery 
service, the European Court 
of Justice in Luxembourg 
ruled last week. 

The case arose out of pro- 
ceedings brought by Oscar 
Bronner against the Media- 
print group. 

Mr Bronner published and 
distributed Der Standard, 


which had only 3.6 per cent 
of the Austrian dally news- 
paper market. 

Neue Kronen Zeltung and 
Kurler together gave Media- 
print 42 per cent of the mar- 
ket. Mediaprint bad estab- 
lished a nationwide home 
delivery scheme for its news- 
papers. 

Mr Bronner applied to the 
Austrian courts for an order 
requiring Mediaprint to 
cease abusing Its alleged 
dominant position in the 
market by including Der 
Standard In its home 
delivery service. 

He relied on the Austrian 
competition legislation 
which prohibited abuse of a 
dominant position and was 


based on article 86 of the 
Treaty of Rome. 

The Austrian court said it 
first needed to resolve 
whether Medlaprlnt's con- 
duct Infringed article 86. 

It referred the case to the 
European Court for a prelim- 
inary ruling. 

Both Mediaprint and the 
European Commission 
argued the dispute con- 
cerned solely Austrian com- 
petition law and therefore 
the reference was inarimlmri- 
ble. 

The Court rejected these 
submissions. It said the foot 
that a national court was 
dealing with a restrictive 
practices dispute by apply- 
ing national competition law 


shook! not prevent it from 
maid ng a reference to the 
Court on the In t e rp r e ta tion 
of European law. 

The Court then set out the 
analysis that the national 
court had to undertake to 
determine whether Media- 
print held a dominant posi- 
tion within the meaning of 
article 86. 

It then turned to whether 
refusal to allow access to the 
only nationwide home deliv- 
ery scheme In a member 
state could constitute an 
abuse of a dominant posi- 
tion. 

Having reviewed its exist- 
ing case law on refusal to 
supply, the Court noted that 
even If its case law on the 


exercise of an Intellectual 
property right were 
applicable to the exerdse of 
any property right whatever, 
for a finding of abuse 
two things ware necessary. 

Not only was it necessary 
that the refusal of the home 
delivery service was likely to 
eliminate all competition in 
the dally newspaper market 
on the part of the person 
requesting the service, but 
also that the service was 
indispensable to the carrying 
on of that person's business. 

That was not the case 
here. The Court said other 
methods of distributing daily 
newspapers, such as by post 
and through shop and kiosk 
sales existed and were used. 


even though they might be 
less advantageous for the 
distribution of certain 
newspapers. 

Moreover, it did not 
appear that there were any 
technical. legal or even eco- 
nomic obstacles making it 
impossible or even unreason- 
ably difficult for any other 
publisher of daily newspa- 
pers to establish, alone 
or In co-operation with other 
publishers, its own nation- 
wide home delivery scheme. 

In order to demonstrate 
that the creation of such a 
system was sot a realistic 
potential alternative, it was 
not enough to argue that It 
was not economically viable 
because of . the small 


circulation of the newspa- 
pers to be distributed. . 

Rather, it would be neces- 
sary at the very least to 
establish that it was not eco- 
nomically viable to create a 
second home delivery 
scheme for the distribution 
of dally newspapers with a 
circulation comparable to 
that of the newspapers 
distributed by the existing 
scheme. 

C-7J97 Oscar Bronner v 
Mediaprint Zeitungs und 
Zeitsefi r iftenoerlaa, 

BCJ 6CH, November 26 
1998. 

BRICK COURT CHAMBERS, 
BRUSSELS 


have been appointed to 
assess the complaints 
procedures of the UK’s 
Office for the Supervision of 
Soidtora, the body that 
handles complaints against 
solicitors by the public. The 
work will be carried out by 
Professor Avrom Shot and 
Richard Moorhead of the 
Institute of Advanced Legal 
Studies, University erf 
London. As wed as looking 
at the quality of complaints 
handling by the OSS, the • 
researchers will also 
consider whether the £ 1,000 
($1 ,660) limit on 
compensation for cHent 
complaints of inadequate 
professional services is 
sufficient 

Insolvency post 

Stephen Gale, a partner of 
City of London tew firm 
Herbert Smith, has been 
elected deputy vice- 
president of the society of 
practitioners erf insolvency. 
Mr Gale, who will become 
president In 2000, Is only the 
second lawyer to hold office 
in the society. 
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A SIX DAY WALK ON PATHS PAVEMENTS AND ROADS 


EAST FOLLOWING THE COURSE OF THE RIVER THAMES 


FROM THE SOURCE TO THE SEA 18-23 JUNE 1996 


COATES GLOUCESTERSHIRE TO SEASALTER KENT 


Ptotographs hav* given way to bands of ribbons, (wipe of wood and other trophies, inviting us to register Ms journey ki its entirety: ‘River Thames Walk 1 , Jm 1996, by Hamteh Fulton 

Empty spaces made manifest 

The sculpture of Rachel Whiteread fills the gaps while Hamish Fulton’s work moves on, writes William Packer 


Even now I am shocked at the 
extent to which modem art is 
hated by otherwise civilised 
people - as though all art wasn't 
modem in its turn. While 2 am -as 
sceptical as the next man that 
any New Art will revolutionise 
our view of the world, l do try to 
remember three thing s- first, in 
any age, there will always be 
more bad artists than good; sec- 
ond, that Cubism, Expressionism 
and most other modem “isms” 
were the stuff of serious engage- 
ment 90 years ago; and third, that 
there might, just possibly, be 
something in the art It is one 
thing to criticise the current 
avant-garde, quite another to say 
that that avant-garde presents 
nothing of interest whatsoever. 

So it is with Rachel Whiteread, 
whose current show of new work 
is her first since her recent move 
to d’Offay. Now 35, she has been 
the darling of the art establish- 
ment since the early 2990s, ’win- 
ner of the Turner Prize in 1993. 
with major shows since then 
from Liverpool to Venice, and 
public commissions around the 


world, notably the Holocaust 
Memorial far Vienna, as yet un- 
realised. She stands, in short, for 
everything all self-respecting hat- 
ers of modem art would hate. 

1 too have reservations, but 
they rest not so much with the 
work itself, as with the context in 
. which we seem expected to place 
it Here we have an artist pres- 
ented among a generation 
entirely new, without precedent, 
as though Minimalism was of 210 
account to say nothing of Cub- 
ism and the rest or Romanticism 
and neo-Classicism before tfrgm 
and that no one had ever before 
filled a milk-bottle with plaster to 
discover what , shape its inside 
was. 

Whiteread is the mistress of 
just such interior or negative 
spaces that infer the positive, the 
solidifier of the unconsidered 
form beneath the very chair we 
sit on - or as here, in serried 
rows, the office table. Lately she 
has been much concerned with 
libraries and bookshelves, and 
here shows two such works, one 
a relief, the other a free-sta^|qg l 


installation of two aisles of 
shelves, as in a proper library. 
But there are no hooks. They cel- 
ebrate rather the ghosts of books, 
in the textured air now filled 
with plaster, between book and 
backing wall, and the shelf 
above. The idea has a genuine 
imaginative charge, immanent 
with poignant association, and its 
realisation a strong physical, 
properly sculptural presence. 

Quite how much such work 
bears infinite repetition is 
another matter, for rather than a 
sense of natural development and 
progression, she seems only to be 
searching for other spaces to Gil 
in - casts of banks of light- 
switches are the latest variation. 
Set in any broader historical con- 
text. who knows what connec- 
tions might emerge - with the 
1960s Minima Hem of Judd, Morris 
and Serra, for example, or the 
Conceptualist St Martin's genera- 
tion of the later 1960s - Long, 
Gilbert & George, Fulton, Flana- 
gan and Marlpnn [ th«> Yo ung Brit- 
ish Artists of their day. 


just upstairs at Axmely Juda, 
indeed suggests that Whiteread 
might have more in common 
with his generation then her 
own. For ail have worked in vari- 
ous ways with the proposition 
that the act may itself be regis- 
tered as the work of art, by the 
exercise of the imagination. And 
Fulton’s, most of all, has been 
the purest, most disciplined and 
consistent commitment to the 
principle, with his elegantly 
spare typography, laconic 
descriptive tprts and remarkable 
landscape photographs - not for 
him the mud on the walls and 
the circles of stone. . 

If a Whiteread sculpture is 
about an empty space made man- 
ifest, his is about space filled but 
for a moment And it is his physi- 
cal passage through the land- 
scape, over the hills and far 
away, from coast to coast from 
source to estuary, that he invites 
us to register in its physical 
entity - just as Whiteread does 
with the spaces she finds. “The 
Location of the Walk", he 
i todanag **jg rm f in t he Gallery — 


MUSIC IN LONDON 


Groups that 
strike a chord 


Ask anyone In the music 
industry why the English 

Chamber Orchestra and 
Academy of St 

Martin-in- the-Fieids no linger 
dominate their field, and you'll 
be told about the rise of 
period-instrument ensembles. 
But the reasons go deeper. Since 
their inception, the ECO and 
ASMF have each been tightly 
controlled by a single figure - 
the former by QuintLa Ballardie, 
the latter by Neville Marriner. 
Once upon a time these men led 
from the front. Today, their 
prejudices and EmStations 
inhibit the longterm interests of 
the group. Both are past 70; both 
refuse to let go. 


shaped with lightly-worn 
intelligence and insight In the 
Symphony No. 29, the orchestra 
responded to Gotbdni’s 
inspirational direction with 
verve and agility. Gothdui’s 
artistry deserves far wider 
recognition. 

* 

Sir Colin Davis and the London 
Symphony Orchestra have 
embarked on a long-overdue - 
Elgar series at the Barbican. 
Despite the LSO’s historic 
association with this composer, 
his music has lain on the fringe 
of its repertoire these past 30 
years. And in Ms early and 
middle career. Sir Cohn was 
never considered an Elgarian. 


What surprises anyone who 

Now, in late maturity, be and 

id 


bears time ensembles is that. 

Elgar seem ripe for each other. 

. <s 


despite their declining profile. 
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and the Walk Itself is a Past 
Event". For her the finding , too, 
is a past event, and the subject 
piece of furniture always in 
another room. 

But Fulton's work now seems 
to be in a state of transition. The 
work remains as spare and ele- 
gant as ever, but is clearly mov- 
ing away from its long-estab- 
lished presentation. There are 
still the establishing, explanatory 
texts, but now the photographs 
give way to other materials and 
imagpg . bands Of ribbons pinnad 
across the wall, lumps of wood 
and other trophies. And the lists 
that evoke his itineraries - for he 
is as prodigious a walker as ever 
- grow longer, less cryptically 
allusive, more self-consciously 
poetic. Here he falters sometimes 
into the banal. What for the 
moment is more important Is 
that the work is moving on. 


Rachel Whiteread: Anthony d’Dffsjr, 
London W1, until January 16. Hamish 
Fatten - walking artist Anneiy Juda 
Fine Art, London W1, until December 
18. 


Got faft ni demonstrated that the 
ECO remains a fabulous 
"product”: playing of this 
standard transcends questions of 
style or authenticity. The 
programme included two modem 
works - Schnittke's Plano 
Concerto, to which Gothdni 
brought clarity of timbre and 
stru c ture , and the world 
premiere of Howard Skempton’s 
Concertante for Violin and 
Strings. 

Skempton’s simple, well-made 
music appeals to amateurs and 
sophisticates alike, but this new 
piece will do his reputation no 
good. It starts off promisingly. 
like a miniature version of 
Tippett’s Concerto for Double 
String Orchestra, but leads 
nowhere: each of the three 
movements is apologetically 
short, leaving Skempton’s 
innocent melodies wholly 
undeveloped. Hie solo part is 
child's play for a soloist of 
Stephanie Conley’s quicksilver 
grace. 

Goth6ni*s Mozart made 
amends. The Piano Concerto No. 
11 was distinguished by his 
pear Hike articulation, each note 
subsumed into a gloriously 
fluent arc of sound, each arc 


With no disrespect to Andrew 
Davis and tire BBC Symphony, 
who gave the premiere in 
February. Sir Colin's account of 
the symphony was more 
revealing. The ISO’s sumptuous 
muscularity, so well attuned to 
Elgar’s scoring, yielded 
unexpected breadth of colouring 
and mood in the tumultuous 
outer movements, and Sir Colin 
probed the Adagio as if he had 
lived with it for years. The 
mysterious gong at the end - one 
of Payne's more contentious 
interpolations - sounded 
absolutely convincing, though 
even Sir Colin could not 
camouflage the miniaturist 
shortcomings of the Allegretto. 

His spacious accompaniments 
in the Concerto worked on a 
different plane to Kyoko 
Takezawa’s concentrated 
brilliance in the solo part; the 
result, if not moving, was still 
mightily impressive. I await the 
rest of this Elgar series with 
Impatience. 

Andrew dark 


LS0 concert sponsored by Rover. 




OPERA FALSTAFF IN FLORENCE 


Havoc 


At first sight, the new prodwetha.* 
of Verdi’s FoJstnff at the TeaEre- 
Coutmunale in Florence bad: 
more in common with a tea-room 
comedy in Bath than what one 
would imagine taking place in' 
the stench of medieval Windsor’s 
cobbled streets. John Macfar- 
huae‘s white curtain, decorated 
with enlarged reproductions of 
the sketches used for the cos- 
tumes, rose to reveal the interior 
of Windsor's railway station cafe, 
teeming with dapper young pro- 
fessionals from the pre-war era. 
Epitome of a bourgeois MyH, this 
suburban setting was marred 
only by Sir John's blot-like rotun- 
dity. firmly sitting centre-stage 
while lie tucked into his dinner. . 

The conflict between bourgeois 
values and decadence was contin- 
ually reflected In the sets, which 




at the Winder cafe 


ijptecad the slick deepr of a cafe as 
! backdrop to FalstafPs havoe-in- 
: during behaviour. Not even the 
. nocturnal Appointment In Wind- 
sor Forest cwd$ tempt Mactor- 
lane into a aeapeic h a n gfe. Instead. 
FalstafTa hjimfiiatlan was ren- 
dered all the more metaphysical 
by having him up alone in 
the deserted cafe, moments after 
a huge tree hqd . swept In through 

the french windows, 
Jean-Phiiippe lafant’s. Falstaff 
managed toetrfk& Just tire right 
balance between the ridiculous, 
the hateful -and the loveable. To 
begin with one frit almost irri- 
tated by this lying thief, but at 
the end one was completely won 
over - as were the merry inhabit- 
- ants of Windsor. Lafont was. par- 
ticularly endearing in the Wind- 
sor Forest scene:. .! Ike a fox 


— — Florence and Rome 
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OPERA 

Nethariswte Opera, Het 

MuzfeWbtteter _ 

Tho Queen of 

TcMikowky. C°ndu«etiby 

.ssasws^'w 


Premiered in 1320, it was tanned 
by thh N®* 5 ^ ' 

forgotten until a recent recordtefl. 
This production is conducted by 
Bngro'WriB and staged fcy Dawd 
MoutddarSampFBk De co 

FIX)RJENCE 

OPERA 


cornered by a gaggl e of angry 
geese, Falstaff was flung around 
the stags, kicked and. pinched 
into submission. .Strong on the 
technique required of the part - 
bring able to ring as part of the 
orchestra rather than against ft — 
Lafont displayed., sensitivity 
rather than dazzling timbre. 

Elena Zaremba’s Quickly was 
the only other noteworthy mem- 
ber of the cast she blossomed as 
the performance progressed, 
developing from mousy barmaid 
to scheming hostess with the lus- 
tra of a. , great., comedienne. 
Antonio Pappano conducted with 

fchetenrian that is so apt in late 
Verdi, where the orchestra acts 
as tine star “voice”. With a flair 
for conveying the psyc h ol o gica l 
intimacy of the sung parts, Pap- 
pano was incisive during the 


Teatro Comunate 
Teh 39-055-211158 
www.maggfofiorerrtiho.com 
La Bohfcma: by Puccini. 
Conducted by Semyon Bychkov 
in a staging by Jonathan MBer; 
Dec3 


FRANKFURT 

OPERA 

Oper Ftankfut . 

Tot 49-69-21237 999 
wwwJrankfifft-bisiness.de/oper 
% XXe Zauberflfits: by Mozart. 
Conducted by Guido Johannes 
Rumstadt In a staging by Alfred 
Kkchner. With acast inriudk^j 
BritteSMmahtor and Kirsten .. ■ 
Btanck; Dec 3. S 
• Rigotetto: by VerdL 
Conducted by Otaf Henzoid and . 
staged by Kurt Hortes. With John 
BrOoheier and Bzbieta Szmytfca; 
0002,4.6-; . “• 


HELSINKI. . 

OPERA 

Ftnoish Motional Opera . 

Tat. 358-9-403 02? 
AnnaBoienaibyDorizritL : 
Conducted by Maurizio. Bvbadni 
in a new staging by Jussi Tapob, 
wttb das^fns by Anna Kbntek; 
Dec 2. 4- v- 

CONCERTS - . 

Barbican HaH 

Tet 44-171-83$ 8891 ; 

London Symphcviy Orchestra: Sk 
Co&> Davis conducts a series of 
varies by Bgaf; Dec 6 . 

Royal Festival Had 


opera’s riotous moments, but 
toadied equally well on the more 
ethereal interludes. 

He main drawback of Willy 
Decker's production was its 
neglect of the comedy - the price 
for his obsession with creating a 
series of IBM taax vwants. While 
this was visually pleasing, it 
tended to “gentrify" the work’s 
rusticity - nw» of the main comi- 
cal levers of the opera, and of 
FalstafTs character in particular. 
Whfle Bcdto’s intentions were to 
elevate Faistaff into something 
toom. than the Shakespearean 
character's riiched associations 
with drink and lechery, it is 
unrealistic to do away with his 
baseness altogether. 

LucfeOA Chianese 


Tet 44-171-960 4243 
London Phaharmonic Orchestra: 
playing a score composed and 
ocmducted by Carl Daws. It 
accompanies a screening of The 
Thief of Bagdad, the 1924 film 
starring Douglas Fairbanks; 

Dec 6 . 

OPERA 

Engfish National Opera, 

London CoBseun 
Tab 44-171-832 8300 
Boris Godimov: by Mussorgsky. 
Conducted by Noel Davies in a 
new staging by Francesca 
ZambeBo, with sots by HBdegarti 
BecftUer. GSdon Saks stegs the 
title role; 

Dec 2. 4 

THEATRE 
Nationri Theatre 

Tet 44-171-928 2232 
Betrayat by Harold Pinter. Trevor 
Nunn directs Pinter’s 1978 play, 
with a cast including Anthony 
Caff and frnogen Stubte; 

Lyttfeton Theatre: Dec 4, 

Dec5 

NEW YORK 

CONCERT 

AvmyHsfiar HaH, Uncoin 
Center 

Tel: 1-212-875 5030 
New York Philharmonic: 
conducted by AncW Previn in 
works by Druckman, Mozart and 
Dvorak- With viofin sofoist 
Pamela Frank; Dec 1 

h 

OPHBA 

MetrcpoStan Opera, Lincoln 

Center 



f t. 





Just the right I 


between the ridteulous, the hateful and the lowe n b fo: Jean-PhBippe Latent as Falstaff 


Tet. 1-212-362 6000 
wwwjnetopera.org 
Lb No 2 ze de Figaro; by Mozart 
Production by Jonathan Miller, 
with a cast including Felicity Lott 
and Barbara Bonney. James 
Levine conducts; Dec 1, 5 

PARIS 

CONCERTS 
SaOe Pteyel 

Tet 33-1-4561 6589 
Orchestra de Paris: conducted 
by Emmanuel Krivine in works by 
Brahms, Beethoven and Dvorak. 
With piano soloist Krysfian 
Zimerman; Dec 2, 3 

Th&lr* des Champs E!ys£es 
Tet 33-1-4952 5050 
La Grande Ecurie et la Chambra 
du Roy: conducted by 
Jean-Cteude Malgoire in works 
by Mozart With soprano 
Vwonique Gens; Dec 1 

OPERA 

Opera National de Paris, Op&a 
Bastille 

Tat 33-1-4473 1300 
www.opeca-de-parisJr 
The Merry Widow: by Franz 
Leh^r. Cdriducted by Arrrun 
Jordan and with a cast including 
t Frederica von Stade and .Baton 
Hagegard; pec -1,4, .6 

Theatre des Champs Bysdes 
Tat 33-1-4952 5050 
The Magic Flute: by Mozart 
Jean-Cterde MaJgoire conducts 
and the stagkig is by Pierre 
Constant With La Grande Ecurie 
et la Chambre du Roy and the 
Maltose du Centre da Murique 
Baroque de VersaiBes; 


ROME 

CONCERTS 

Accademta Nazionale cB Santa 
Cec9ia 

Tel: 39-6-6880 1044 

• Orchestra and Choir of the 
Accademia Nazionale di Santa 
Cec: conducted by Norbert 
Balatsch bti works by Beethoven. 
With piano soloist Michele 
Campanula; Dec 2 

• Orchestra and Choir of the 
Accademia Nazionale di Santa 
Cec: conducted by Myung-Whun 
Chung in works by Mozart and 
Mendelssohn. With piano soloist 
Murray Perahia; Dec 6 

• Orchestra defl’Accademia 
Nazionale di Santa Cecilia: 
conducted by Vladimir Spivakov 
in works by Haydn and Handel; 
Dec i 

SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tet 1-415-864 3330 
www.sfopfira.cQm 
Peter Grimes: by Britten. 
Conducted by Donald Rurmicies 
in a staging by John Copley, with 
sets 1^ Carl Toms. The title role 
is sung by Thomas Moser; 

Dec 2, 5 

TOKYO 

CONCERT 

Orchard Hall, Bunkamura 

Tet 81-3-3477 9999 
Silent Cities: the Tokyo 
Philharmonic Symphony 


Orchestra gives the world 
premiere of Mark-Arrthony 
Tumage’s composition. This 
marks the end of a year-long 
festival of British contemporary 
music; Dec 5 

UTRECHT 

CONCERT 

Vredenburg Music Centre 

Tel: 31-30-231 4544 
BBC Philharmonic Yen Pascal 
Tortelier conducts the orchestra 
in works by Vaughan Williams, 
Frank Bridge and Grieg. With 
piano soloist Kathryn Stott; 

Dec 1 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0680: Moneyline with Lou Dobbs 
13^0: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09-.20; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 


■ ■■... A 
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COMMENT & ANALYSIS 



PETER MARTIN 


Alice in mergerland 


The Duchess was right: ‘If everyone minded their business, the 
world would go round a deal faster than it does' 


“Curiouser and curlouserl’ 
cried Alice; "now I'm opening 
out tike the largest telescope 
that ever was! Oh, my poor 
tittle feet, I wander who tnUl 
put on your shoes and 
stockings for you now. dears? 
rm sure I shan't be 
able! I shall be a great deal 
too far off to trouble myself 
about you,’ 

Alice in Wonderland 


Humans are genetically 
predisposed to worship size. 
Even Lewis Carroll's Alice, 
briefly enjoyed the sensation 
of supernormal scale. But 
she quickly realised the 
problem: the bigger you are, 
the harder it is to stay in 
touch with the parts that 
matter. 

It is a lesson that few 
companies have learnt, as 
the continued craze for 
corporate gigantism 
illustrates. In the past few 
weeks we have seen Exxon’s 
planned merger with Mobil, 
Deutsche Bank's acquisition 
of Bankers Trust, Siebe's 
deal with BTR, Vlag’s 
purchase of Alusirisse and a 
string of other transactions, 
proposed and agreed. 

At the heart of almost 
every big merger lies an 
implicit confession of failure. 
Failure of the acquired 
company to achieve 
acceptable returns on its 
assets. Failure of the 
acquirer to achieve adequate 
internal growth. Failure of 
the two companies together 
to resist unfavourable 
industry conditions, so a 
defensive merger becomes 
inevitable. 

One of these hidden 
weaknesses is almost always 
present at the heart of the 
deaL Yet it is often 
overlooked in the flood of 
comment that surrounds the 
announcement of the 
merger. There is plenty of 
discussion of whether the 
price is right, and who will 
win the postmerger internal 


struggles. What is rarely 
discussed is whether the 
transaction provides a 
solution to the hidden 
failure, or merely ratifies 
it. 

For a merger to provide a 
i solution, the economies of 
scale inherent in the 
transaction must exceed the 
complexity costs of 
managing a much larger 
business, plus the one-off 
expense of combining the 
two participants. 

One theory about the 
vogue for giant mergers is 
that this balance bas 
changed. Economies of scale 
are more evident in several 
industries, it is said, since 
the minimum efficient size 
of plants has risen sharply. 

E-mail and other 
communications 
technologies have lowered 
the complexity costs of 
managing huge businesses 
around the world. 
Companies based around 


standardised enterprise 
computer systems, such as 
SAP's, can perhaps be more 
easily merged than ones 
which contained hundreds of 
Incompatible systems. 

There Is something in 
these arguments. But the 
nradomir research suggests 
that real economies of scale 
are hard to detect once 
companies get beyond a 
certain size.* Increasing • 
returns to size seem 
attributable as much to 
restricted competition as to 
sheer scale. 

Lotus Notes and SAP may 
I make it easier to manage 
and consoli date far-flung 
j businesses. Alice would be 
better able to stay hi touch 
with her feet through e-mall 
than the solution she had in 
mind (a parcel sent to 
“Alice’s Right Foot Esq, 
Hearthrug, Near The Fender, 
With Alice's Love"). 

But the real issue of 
complexity goes deeper than 





peter.jnartm@fl.com 


I * Economies of scale: a survey 
of the empirical literature. 
Barsten Junius, Kiel Institute 
j of World Economics Working 
Paper 813, May 1997. 
DUstembrooker Weg 120, 
D-2410S, BSel Germany 


ADVERTISEMENT 


'd /i Parallel Trade and Comparative Pricing 

izer rorum of Medicines: Poor choice for patients? 


Ppzerfo 

• EUROPE K 


DR fwnuaA n tMNZON 


Government strategies to limit drug 
reimbursement expenditures by *im- 
porting*’ savings from countries with 
lower prices are harmful to inno- 
vation, according to a prominent 
health economist. 

Drug prices have traditionally differed 
substantially across countries, reflecting 
differences in regulation, insurance cover- 
age, medical practice, exchange rales, and 
other factors. Meaningful comparison of 
drug prices in different countries is 
technically problematic, because of vast 
differences in the range of drugs, forms, 
strengths and packsizes available in 
different countries. 

Nevertheless, in recent years, gov- 
ernments in countries with relatively high 
prices have been increasingly attempting 
to reduce their own drug expenditures by 
taking advantage of lower prices in other 
countries. Two strategies are employed to 
that end. The first neh'es on cross-national 
price comparisons as a benchmark for 
regulating domestic prices, a policy that 
has already been adopted by several 
countries and is being proposed in others. 
The second strategy is to permit whole- 
salers to import drugs purchased abroad 
at lower prices. Such parallel importing 
is growing in Europe and threatens to 
expand significantly, as traditionally low- 
priced countries join the European Union. 

Trade normally increases consumer 
welfare, and it is on this basis that the 
European Commission has supported 
parallel Imports. However, the necessary 
conditions far trade to enhance social 
welfare are violated in the case of parallel 
trade in drugs. The lower prices in the 
exporting country reflect greater reg- 
ulatory leverage, not superior economic 
efficiency or lower real costs - indeed, 
parallel trade adds costs of repackaging 
transportation etc. Moreover, because 
prices are regulated, any savings often 
accrne to middlemen rather than being 
passed on to consumers. 

The exporting of regulatory leverage 
from one country to another is particularly 
harmful when applied to innovative phar- 
maceuticals because it undermines the 
basis of paying for R&D. The pharmaceuti- 
cal industry is more research intensive 


than any other industry. R&D is roughly 
14-17 percent of current sales. But R&D 
accounts for about 30 percent of total 
costs, if all costs are discounted to present 
value at the time of launch. 

The dilemma posed by these high 
R&D costs is twofold. R&D is a global 
joint cost - that is. the cost is the same no 
matter how many consumers worldwide 
use the drug. Since R&D costs cannot he 


p The accessary conditions 


if for trade to enhance social 

tH 


welfare are violated in the 


case of parallel trade 


rationally allocated as a direct cost of 
senring a specific country or consumer 
group, there is a strong incentive for 
each country to free-ride. leaving others 
to pay for the joint R&D costs. This free- 
rider incentive is exacerbated by the feet 
that R&D and other significant fixed 
costs are sunk by the time that price is 
negotiated. Manufacturers rationally con- 
tinue to supply existing products as long 
as price covers the marginal costs of 
production and distribution. However, in 
the long run, if prices are inadequate to 
pay for the joint costs of R&D and other 
sunk costs, the revenues will not be there 
to develop new drugs. 

R&D is of course not unique to phar- 
maceuticals. Patent protection is the 
normal mechanism whereby innovators 
recoup their R&D investments. However 
for pharmaceuticals, the value of patent 
protection is constrained by price regu- 
lation in many countries, as govern- 
ments attempt to control public health 
budgets. As monopsony purchasers of 
drugs, governments face a strong temp- 
tation to force prices down to marginal 
cost. But If every country pays prices only 
sufficient to cover their marginal costs - 
either through direct regulation or by 
"importing” low prices through parallel 
imports and cross-country price compar- 
isons • then ao one pays for the common 
costs of R&D. At the Emit, if everyone 
pays only the short run marginal cost, 
the shortfall could be as high as 50-70 
percent of total cost. 


A second fallacy underlying policy- 
makers’ endorsement of parallel importing 
and cross-national price comparisons to 
equalise drug prices across countries, is 
that prices should be uniform. la fad, econo- 
mic theory implies that charging (Efferent 
prices to different users is optimal and 
necessary to achieve the appropriate rate 
of R&D - the rate that consumers are 
collectively wflfing to pay for. Healthcare 
consumers differ greatly in their ability 
and willingness to pay for innovative medi- 
rines. If aO are charged the same high 
price, then low income countries win be 
unable to afford innovative medicines, 
even though they would have been wUBog 
to pay the marginal oosts of serving them. 
But if everyone pays the same low price, 
then R&D investments mil target only 
the most common medical needs where 
high volnmes can offset low prices. In 
the long run, consumers will be deprived 
of innovative drugs that they would have 
been willing to pay for, had differential 
pricing been permitted. Such differential 
pricing is commonly permitted in other 
industries with high joint costs, such 
as utilities and airlines. 

Under any uniform price, global rev- 
enues and hence R&D will be lower than 
with differential pricing. Policies that 
enforce uniform prices across national 
borders - either indirectly through paral- 
lel trade or directly through comparative 
price regulation - are therefore bad policy 



communications. It Is 
limited, ultimately, by the 
mental capacity of the 
people at head office, or at 
least by their ability to 
create effective systems of 
delegation and 
remuneration. Only such an 
approach can overcome the 
inherent inflexibility of very 
large companies. 

Paradoxically, the most 
unimaginative of recent 
mergers, the one under 
discussion between Exxon 
and Mobfl, may s tand the 
greatest chance of success. It 
recognises the implicit 
failure - to cut costs fast 
eno u gh to cope With fialHng 
oil prices - and does 
something about it. 

By allowing one 
company's overheads to be 
spread across two 
companies' revenues, it 
holds out the potential for 
cost savings. Both 
companies are in the same 
business, one which is 
strategically simple even if 
operationally demanding. 
This limits the complexity 
problems. 

The other recent mergers 
require either implausible 
degrees of syn er gy or - more 
rhafiArig in g still — a 
complete transplant of one 
company’s skills to the heart 
of the other. Hie test of their 
success will be whether the 
merged company’s top 
managers accept the 
admission of failure implicit 
in thg transaction, 
resolve to find ways of 
dealing with it in 
fliture. 

It is tempting to try to do 
this by appeals for 
collaboration and team- 
working. That is rarely 
productive. Big mergers can 
be made to work only by 
creating an organisational 
structure that sets 
individual managers dear 
targets, and rewards them 
accordingly. Without such 
an approach, the future of 
the merged company will be 
miserable for all concerned - 
managers, workers and 
shareholders. As Alice went 
on to discover, an unhappy 
giant weeps enormous tears. 


LETTERS TO THE EDITOR 


Destruction of a Chilean tradition 


From ifr Peter Unteneeger.’ 

Sir; Richard Lappa gets 
one thing wrong in his anal- 
ysis of the "Day of judg- 
ment” (November 26). 
Augusta Pinochet is widely 
detested not because observ- 
ers have difficulty owning to 
terms with his "combination 
of military brutality and eco- 
nomic success” but because 
he destroyed one of the few 
functioning democracies in 
Americ a 

It is hardly surprising that 
an efficient dictatorship r 11 " 
produce economic growth 
once it has destroyed the 
working population’s politi- 
cal freedoms and living stan- - 
darts. 

Popular outrage against 


General Pinochet has histori- 
cal roots. Far from, the hor- 
ror. It is difficult to feel more 
than, smouldering anger 
•When faced with the coup in 
BoBvla, or the decade-long 
reign .of -a Somoza or a 
Stroesgwr 

Bat the Chilean story is 
different Until Gen Pinochet 
nriteasberi his army - of tor- 
turers, Chile bad what was 
perhaps the longest tradition 
of democracy and tolerance 
to. Latin. America. • 

In ‘the stormy months pre- 
ceding the coup, many 
argued that in keeping with 
this tradition Hi(» military 
would not take up arms 
ag ainst a popularly elected 
government. In the event. 


these views were proven 
wrong, and one of the last 
outposts of democracy in the 
continent disappeared. 

Mr Lapper rightly points 
out that self-interested parti- 
sanship rather than funda- 
mental principle motivate 
Gen Pinochet’s supporters. 
On the other band, the Law 
Lords’ decision recognises 
that it Is in the common 
interest of humanity to 
reject immunity for those 
res ponsib le far crimes such 
as those committed in 
Chile. 


Dividends do 
not deplete 
R&D budgets 


Peter Unterweger, 

20 rue he Corbusier. 
(fa-1208 Geneva, 
Switzerland 


Businesses need not wait for 


government action on euro 


for consumers. 

PaBfcia ML Dunk CcUa Hob Profeaaor ef Beallfa 
Care SyWaiB « flka WbKtm SckM, (UnrriQ of 


Enimriu budUr ta ^ 



From Mr Alan Taylor. 

Sir, Colin Shannon's per- 
sonal view on European eco- 
nomic and monetary .union 
CThne for Clarity”, Novem- 
ber 23) was in our op ini on 
confusion of the blindingly 
obvious. Ufa has moved an. 
A UR business that believes 
it can shape its own euro 
future already exhibits com- 
mercial actions that si gnify 
de facto Bmn membership. 

Certainty of referendum 
date may determine when 
we might buy The Sun for 49 
eurocents. But we believe a 
referendum date is a virtual 
irrelevance for a business to 
sharpen its euro-readiness. 

The present commercial 
uncertainty is not driven by 
the vagueness of UK entry 
plans. The inertia arises 
more from a failure to: face 
up to the risks for UK 
exporters from “intra- 
regtanal trade” within the 
eurozone (driving a poten- 
tial siege mentality within 
the Ema-llk face up to more 
aggressive attempts at gain- 
ing UK market share or UK. 
acquisitions, by competitive 
euro-zone companies enjoy- 
ing the backing of newly lib- 


erated capital markets; or to 
embrace the partnering, 
sales and purchasing oppor- 
tunities created by the euro- 
zone, whether a company is 
based, to an “in” or "out" 
country. 

Vocally Enrosceptic com- 
panies must now find it 
incrBEtsmBfr difficult to ius- 

shareholders, as they nail 
their colours to the mast 
Mime astute UK-based busi- 
nesses, with any level of 
trade with the euro-zone, do 
not sit and tamely wait for a 
gove rnment •nbrtBrpm’rt They 
recognise that Emu, while 
still a highly uncertain eco- 
nomic and mnwnwi(» |fli con- 
cept, Is a certain event So a 
UK company that meets the 
needs of a euro-zone cue- i 
tomer,. on, say, euro price . 
lists or invoicing or local 
customer service centres, 
has already joined Emu by 
proxy. . 


Competition 
spells dim 
future for 
banks 


Afan Taylor, 
chief executive, - 
European Insight Group 
l imite d, 

212 Piccadilly, 

London, W1V9LD.UK 


Prom Mr Robert X. Scheurer. 

Sir, Kudos to Pete- Martin 
for his recent piece fA long 
goodbye", November 24). His 
remarks fully capture tbe 
downward trend in banking. 
However, Mr Martin should 
have mentioned Ron Cher- 
now's discussion of the same 
topic in bis book. The Death 
of the Banker, which quite 
nicely summarises the 
quandary that bankers 
find themselves in 
today. 

As the traditional middle- 
men between providers and 
the consumer of capital, 
banks are witnessing the 
continual decline in their 
bargaining power in the 
marketplace. 

With nimble, triple-A rated | 
flmmririg mmpaniw like GE 

Capital looming as the com- 
petition. tiie horizon appears 
quite dim far these farmer 
gfaats. ] 


From Mr M.Ameeioae 
Loafer. 

Sir, John Flynn- (Letters, 
November SS> raises agate 
the issue of the relationship 
between the dividends ami 
research and development, 
and suggests that, relative to 
other countries, UK compa- 
nies are short-termtet, ie, 
they pay dividends at -the 
expense of R&D. My 
research suggests tbe con- 
trary. I show that the vast 
majority of UK companies 
(79 per cent) were paying 
dividends since 1969 (whan 
the accounting standards on 
R&D became compulsory) 
while only 20.23 per cent of 
companies were investing la 
R&D. These results could 
suggest that UK companies 
are short-tennlsts. However, 

further analysis reveals that 
UK companies carried on 
investing in R&D even in 
1991-92 slump period. In addi- 
tion the time-series analysis 
of pay-outs and R&D invest- 
ments indicates that when 
the pay-out increases. R&D 
intensity (R&D, sales) actu- 
ally increases. More Impor- 
tant, companies that invest 
in R&D arc more profitable, 
larger and have higher 
growth rates than companies 
that do not. Similarly, com- 
panies that pay dividends 
are larger, have high growth. 
and are more profitable than 
companies that do not pay 
dividends. 

The relationship between 
dividend payment and 
investment in R&D is in fact 
positive rather than nega- 
tive. Efficient companies 
seem to reward their share- 
holders well through divi- 
dends while investing in 
their growth opportunities to 
maintain their market share 
and to create value for their 
shareholders. 


Robert X. Schemer, 
405 East 54th Street, 
New York, NY 10022. 
US 


M. Amezlane Lasfer, 
reader in finance. 

City University Business 
School, Barbican Centre, 
London EC2Y 8HB, UK 


Number One Southwark Bridge, London SE1 9HL 
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PERSONAL VIEW EDWARD TROUP 


Tax harmonisation is happening in the EU. Britain should stop complaining about it and 
start playing an active part in designing a new European tax system 


E uropean tax har- 
monisation is not 
only desirable, it is 
inevitable. Fresh 
proposals to bring the tax 
systems together have been 
tabled in Europe. In the UK 
the blanket opposition of 
Gorton Brown, tbe chancel- 
lor, to harmonisation may 
play wen with votes. But, 
once again, Britain risks 
being sbut out of tbe debate 
rather then shaping the out- 
come. 

Other trading blocs must 
be grateful far the competi- 
tive constraints Europe’s 
diverse and chaotic tax 
systems Impose on its busi- 
nesses. Tbe US enjoys the 
efficiencies of a federal tax 
system. The Asia Pacific 
economies operate with far 
lower level of public, spend- 
ing and taxation. Europe has 
neither a single tax system 
nor tbe advantages of lower 
tax rates. 

To prosper it must both 
take advantage of its own 
internal market and compete 
globally. And it most do so 
while funding high levels of 
public spending. Achieving 
this requires a coherent tax 
system free of internal barri- 
ers which secures sufficient 
revenues for the economic 
and social programmes of 
I each member state. Just.as 
the European Union baa 
adopted some of the benefits 
of a federation without feder- 
alism, it most achieve the 
advantages of a single tax 
system without anifohiiity. 

Britain's opposition tb har- 
monisation assumes that thw 
UK’s competitive a dvantag es 
would be lost because uni- 
form levels of taxes and pub- 
lic spending .would he' 
adopted- 

Other continental Euro- 
pean countries - notably 


Germany - are driven by the 
need to secure tax revalues 
by imposing fiscal protec- 
tionism, albeit under the 
guise of promoting employ- 
ment The debate between 
continental Europe and 
Britain is sterile because tbe 
need to be competitive and 
the need to fund public 
spending are treated as 
mutually incompatible. 

From this starting point 
the current proposals were 
bound to be ' misguided. 
Reducing labour taxes is a 
doabtftil stimulus to job cre- 
ation. Attempting to 
increase corporate taxes in a 
world where the corporate 
tax base has been eroded 
through open capital mar- 
kets is unsustainable. And 
fiscal protectionism is bound 
to fail while other ivrisdii> 


eminent “Taxes should be 
set in Westminster not Brus- 
sels" is still the cry. “Wars 
have been fought for the 
right to raise taxes." -The 
Boston tea party is wheeled 
out to support the case. Too 
late. The world has moved 
on. Harmonisation is here. 

We tax the same things, 
we agree on value added tax 
rates, we are subject to EU 
rules that prevent differen- 
tial excise rates between 
competing products. And we 
do so for good reason - to 
promote the single market. 
Harmonisation cannot be 
opposed per se - to do so 
would be to reject the EU as 
it stands. Harmonisation 
should be debated, and if 
necessary opposed, on the 
merits of particular 
proposals. 


The Boston tea party is wheeled out 
to support the case. Too late. The 
world has moved on. Harmonisation is 
already here 


tions are able to set their 
own corporate tax rates to 
undercut the EU. - - 

The proposals may be 
wrong but so Is the UK’s 
basis far rejecting them. To 
assert, as Mr Brown has, 
that tax harmonisation is 
not. tbe way forward dis- 
misses the needs of the busi- 
nesses. -on which employ- 
ment and prosperity depend. 
H assumes that harmonisa- 
tion of fax systems necessar- 
ily implies uniformity of tax 
rates.. It harks back to the 
issue of sovereignty - that 
sterile focus of Enropeaa 
debate in the UK under the. 
previous Conservative pgov- 


To harmonise is to “bring 
into harmony?, - a state 
which achieves, according to 
the Oxford Dictionary, an 
“apt arrangement of parts" 
A phrase which describes 
well the union of nation 
states that make up the EU. 
Separate parts arranged in a 
way which suits and benefits 
alL The aptness of the single 
market and of the single cur- 
rency is no longer in doubt. 
The debate is about the 
detail. And so it should be 
with tax harmonisation. 

The removal of barriers 
resulting from the creation 
of the internal market and 
the introduction of the sin- 


gle currency has left taxa- 
tion as the last economic 
harrier to a genuine single 
market Those countries at 
the heart of Europe will 
inevitably seek to dismantle 
that barrier. Progress with 
European economic and 
monetary union was 
achieved by a core group of 
countries who dealt with the 
waverers by allowing them 
to opt in or out as they 
chose. The growth of the EU 
makes thus the only practical 
approach to those measures, 
such as tax, which require 
unanimity. 

For a few countries to 
agree on and achieve har- 
monisation of their taxes 
would be a powerful catalyst 
for further and wider reform. 
Agreement will be politically 
hard, but the urgency lies 
with the taxes on business, 
not with the electo rally sen- 
sitive taxes on personal 
income, about which the UK 
is so concerned. 

Germany and France are 
right to push the agenda for- 
ward, even if the prescrip- 
tion is questionable. And the 
UK is wrong to reject a pre- 
scription on the pretence 
that there is nothing to be 
cured. Levels of public 
spending and taxation are 
for national determination, 
but the way in which foy w* 
are raised in a single market 
• is an issue of common inter- 
est. Higher taxes are not an 
inevitable consequence of 
harmonisation, but the UK 
should consider carefully 
whether higher taxes are not 
more likely if we play no 
part in designing n European 
tax system. 


The author is head of tax. 
strategy at Simmons & Sim- 
mons. a London-based inter- 
national legal firm 
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Finding one 
euro voice 


Just one month from the launch 
of the euro, its constituent 
^ve yet to decide how 
the future euro-zone will be 
represented internationally. It Is 
not merely a question of form, or 
personalities. The euro will be a 
vital element in the world econ- 
omy. The question is whether 
Europe will be in a position to 
define a coherent policy line at 
the euro-level - among its initial 
ll members - and then put that 
policy across to its international 
partners, including the US. 

The issue concerns representa- 
tion in the International Mone- 
tary Fund — Its interim commit- 
tee and executive board - the 
Group of Seven industrialised 
countries, and the various bodies 
of the Organisation of Economic 
Co-operation and Development, 
in particular. The European Com- 
mission has proposed that, in 
principle, the euro-zone should be 
represented by a “Holy Trinity" 
of three: the finance minister 
holding the chairmanship of the 
euro-11, the Commission, and the 
European Central Bank. That 
seems logical. But it raises the 
problem or proliferating seam for 
European representatives, in 
organisations that are already 
quite unwieldy enough. And it 
runs the risk of irritating other 
participants, such as the US. 

When the EU finance ministers 
gather in Brussels today, both in 
the euro-li and the full Ecofin 
council of 15. they will still be 
divided. No one doubts that Wim 
Duisenberg, president of the 


ECB, should attend G7 Baapce 
minister s' meetings, for pwimpiB 

But there is no agreement on 

who should represent the euro-11, 
nor on how, or whether, the Com- 
mission should attend. The exist- 
ing G7 members in the zone - 
France. Germany and Italy - 
want to keep membership as 
tight as possible, while the small 
eroo-members are determined to 
have independent representation, 
as proposed by the Commission. 

It to not going to be possible to 
come up with a perfect answer. 
The euro-zone to not a state, and 
its constituent members still 
retain wide discretion over fiscal, 
if not monetary, policy. Ques- 
tion s such as aid and IMF quotas 
are national responsibilities. 
Finance ministers will still need 
to keep their individual onfrg 

There is a case far withdrawing 
national central hank governors 
from the G7, however, leaving Mr 
Duisenberg to represent the ECB 
on his own. That could then 
make room for the euro-li presi- 
dent (when it is not in French, 
German or Italian hands) and the 
Commission to part icip ate. 

The fundamental precondition, 
however, is far the eurozone to 
agree on coherent and consistent 
policies: then who speaks for it 
would be less important But it is 
essential to have agreement on 
this issue before the new cur- 
rency to launched. The US needs 
and should welcome a strong and 
dear European voice, especially 
In times of International 
economic turbulence. 


Fighting Aids 


Statistics produced ahead of 
World Aids Day today tell two 
wildly different stories about the 
progress of the disease. In the 
developed world, remarkably, it 
appears to be coming under con- 
trol. Drag cocktails are dramatic- 
ally delaying the development of 
full-blown Aids, and mortality 
rates are falling fast. 

But more than 95 per cent of 
HIV-infected people live in the 
developing world, where these 
drugs are unaffordable. There, 
the death toll from Aids is relent- 
less. life expectancy at bfrth has 
fallen by an average of 17 years 
in the worst affected sub-Saharan 
African countries and, omi- 
nously. the disease is spreading 
fast in countries that were until 
recently HIV-free. 

Prevention programmes are 
succeeding in some countries. 
Ultimately, though, halting the 
epidemic worldwide depends on 
the availability of a vaccine. And, 
although many scientists now 
believe this to be possible, prog- 
ress is painfully slow. 

The problem is that there is 
currently very little commercial 
incentive to develop a vaccine. It 
is an extremely costly prcyect: 
scientifically very difficult, and 
requiring expensive clinical 
research. Bat the potential 
returns are not high- The market 
for a vaccine in the west would 
probably be limited to high-risk 
groups; while developing coun- 
tries, where the need to greatest. 


would be in no position to pay 
the foil market price. 

A World Tbmk taskforce is now 
working on ways to improve 
these incentives. Any new initia- 
tives need to have the twin aims 
of helping research, and making 
the end product accessible to the 
world’s poorest countries. 

A higher proportion of existing 
Aids funding certainly should be 
devoted to vaccine research, 
including the cost of clinical 
trials. Fundfng could be linked to 
agreements requiring that any 
vaccine be made cheaply- avail- 
able to the developing world. And 
a vaccine purchase programme, a 
commitment by richer countries 
to help to pay for vaccines for 
those who cannot afford it, would 
ensure a market for the drag: 

Whatever measures are taken, 

the development of a vaccine wfll 
take years. In the meantime, pre- 
ventative programmes need, to be 
in place. Experience shows that 
these can succeed, but only if 
governments are folly commit- 
ted, and prepared to broach same 
uncomfortable issues. The west’s 
role is to ensure that adequate 
funding is available. 

The success of Aids drags gives 
some hope that the disease can 
be tamed. But with the HIV- 
positive diagnosis no longer a 
death sentence for those who can 
afford treatment, there is a risk 
that complacency could set in. 
That would be a tragedy for the 
rest of the world. 


Barren rock 


Scarcely a day seems to go- by 
without more bad news emana- 
ting from Hong Kong. Yesterday 
brought revelations of a surging 
fiscal deficit to add to Friday's 
gloomy announcement of a 7 per 
cent third quarter fell in. real 
gross domestic product. 

The territory and Tung Chee- 
hwa- its politically inexperienced 
chief executive, had the bad luck 
to become embroiled in the Asian 

crisis Immediately after Hong 
Kong’s reversion to China. But 
the worry grows ever more insis- 
tent that a poor government 
response has made the situation 
wo «e - ®P«^Uywl> ? n 52 ? 
Kong is compared with its Asian 
rival Singapore, where the reces- 
sion is nothing like as deep-„ 

Over the past few weeks. Stag- 
apore has not only annoiincai 
bold measures to cut wage costs 
by 15 cent. It has also empha- 
sised its determination to keep 
ttTflnanrial markets attractive as 

a ace to do burfn^ tbrtu^ a 

further push on deregulation- 
Thus it plans to merge its «jm* 
tip* and futures exchanges into 
one body, which will 
be listed, and to remove «®twlj 

on commissions. Yesterd^ 

announced 

capital requirements for took* 

This comes on top of ea 
reforms - taclu *^ d ^ 

for fund managers and w® 

cimentofatocalbondn^rt 

which suggest the «tototos^ 

Singapore more intent than 
, "< 

r . ' 


on making itself competitive in 
_ the global financial marketplace. 

It is true that Hong Kang's gov- 
ernment and open economic 
structure would not allow it a 
Smgapore-style wages policy. 
Singapore is also not locked Into 
a currency peg but' it to showing 
a calculated determination to 
pursue adjustment, which has 
been carefully sold to the public. 

Another important distinction 
has emerged. While Singapore 
has moved towards less regula- 
tion of its-flnandal markets in its 

effort to develop a competitive 

edge, Hong Kong has shown 
signs of retreating from tofeser 
/otrt. The arguments about Its 
Intervention in the stock market 
are well-rehearsed, but its margin 
and disclosure requirements - on 
derivatives tradere are now more 
stringent than Singapore's, last 
month’s row over the release of 
Hang Seng Index data for a 
futures contract fn Singapore 
re veale d an uncharacteristically, 
protectionist stance by the Hong 
Kong Sock Exchange. . 

Hong Kong has. already lost 
business to Its lowereost rival. 
Unless it is carefliL it win do 
Itself- tong-term damage from an 

approach which looks incoherent 
and reactive alongside that of 
Singapore.' Hong Bong _has 
always had two important selling 
points: its belief in free markets 
and its reputation for competent 
administration. Neither should 
be let go lightly. 


China stirs 


Iri the past China’s diplomatic impact has often been fitful. This year, says James Kynge, a 
more extrovert arid assertive China has emerged from a sustained foreign policy drive 


T he activism that China 
has brought to its for- 
eign policy this year has 
eclipsed anything seen 
grory Qje fVtrnmimigtj: Mm» to 
power in 1949.. 

The latest manifestation was 
the six-day trip by Jiang Zemin. 
China's president, to Japan, 
which ended yesterday. The trip 
was not a success - the two sides 
argued about Japan's behaviour 
in the second world war - bat 
the mere fact thatMr Jiang chose 
to go there at all was stginfipant- 
he was the first Chinese bead of 
state to visit Japan in his coun- 
try’s thousands of years of his- 
tory. His visit reveals a new 
extroversion in Chinese diplo- 
macy and made the visit a mile- 
stone in an annus mhubiSs for 
China’s foreign relations. 

Bill Clinton, the US president, 
went to Beijing in June for a 
summit that was designed to 
expunge memories of the 1988 
Tiananmen massacre - the most 
stubborn stain on Beijing's inter- 
national reputation. Seven Euro- 
pean leaders trooped through 
China in the autumn and Bu ffi n g 
initiated regular summits with 
the European Union. The flap 
over nuclear tests by fottia and 
Pakistan allowed Mr Jiang to 
start using a newly installed "hot 
line” to Mr dtotcai and China 
helped shape the fiercely critical 
international response to a key 
security issue. And by choosing 
not to devalue the currency. Chi- 
na’s leaders have basked in plau- 
dits for their "responsible" stance 
to the region's ecnnnmtr. crisis. 

Much of the new em pha«ri«t on 
foreign relations springs from the 
emergence of Mr Jiang from the 
shadow of Deng Xiaoping, his 
predecessor and the architect of 
the country’s "open door" policy, 
who died last year. 

Mr Jiang, a dowdy understudy 
while Mr Deng was alive, now 
exudes a confidence character- 
ised by thesplan flourishes. He 
swam in the sea off Hawaii, 
played the piano in Kazakhstan. 
sang Peking opera in the US, 
recited poetry in Japan and made 
a speech In Russian to repeated 
applause from scientists in 
Siberia. 

"Jiang h»g personally attached 
himself to these new foreign pol- 
icy initiatives," said Michael 
Yahuda, professor of interna- 
tional relations at the London 
School of Economics. "It is as 
though Mao [Zedong] was the 
great unifier, Deng was the great 
reformer and Jiang is the one 
defining China’s proper place in 
world affairs as a major power 
equal to the US." 

Signs of the primacy that for- 
eign policy enjoys -in Beijing’s 
government hierarchy abound. 
While other ministries in Beijing 
were obliged to cut their staff by 
nearly half this year in response 
to an anti-bureaucracy drive, the 
foreign ministry bad to cut only 
about 25 per cent Other govern- 
ment -departments cast envious 
eyes at the vast foreign ministry 
building, with satellite dishes cm 
the roof enabling a 24-hour news 
monitoring operation. 

Internationally. China’s profile 
has been raised mainly by its 
response to Asia’s economic cri- 
sis. Sheltered from speculative 
attacks by the limited convert- 
ibility of its currency, the ren- 
minbi, China has been able to 
launch initiatives - such as a sig- 
nificant fiscal stimulus package — 
that in more open economies 
would probably have been 
thwarted by the turmoil in finan- 
cial markets. 

Its decision not to devalue the 



renminbi despite tumbling cur- 
rencies throughout the region 
drew much appreciation, not 
least from Robert Rubin, the US 
treasury secretary, who called 
China an “island of stability". 
Beijing's officials seized on the 
favourable mood to try to dis- 
mantle old accusations that the 
country was mercantilist in trade 
relations, and to argue that its 
stance against devaluation 
should help to gain it concession- 
ary entry into the World Trade 
Organisation. (This argument 
has not yet worked.) 

But perhaps its most brilliant 
stroke, says Gerald Segal. Asia 
spec ialis t at the International 
Institute of Strategic Studies in 
London, was in the way that Bei- 
jing used its "no devaluation” 
pledge to the rrHntnw admin- 
istration into criticising Washing- 
ton’s top regional ally, Japan. 
Hints by officials in June that-. 
Beijing might have to devalue if 
the yen continued to depreciate 
made US policymakers chide 
Tokyo for indecision in reflating 
its economy, while praising Bei- 
jing for its resolve. Considerable 
stall was also evident in the han- 
dling of nuclear tests by India, 
China’s neighbour and rival, and 
Pakistan. A period of intense con- 
sultation with the US was fol- 
lowed by Beijing's taking a lead- 
ing role In a meeting of the 
permanent members of the secu- 
rity cooncfl in Geneva. 

At the USCbina summit both 
sides signed a written agreement 
to work together to prevent a 
nuclear arms race in south Asia. 
Armed with US support, Mr 
Jiang immediately attended a 
summit in central Asia where he 
won more written condemnation 
of India from Russia - .histori- 
cally a friend of New Delhi - and 
four central Asian states. 

Opportunism has not been the 
only feature of Chinese diplo- 
macy tins year. There have been 
some qualitative shifts, especially 
in defusing the repeated criticism 


of China's human rights record 
that had diminished Beijing’s 
international stature. The first 
switch was to accept criticism 
from foreign governments of its 
human rights as long as it was 
done quietly, in "dialogue” ses- 
sions behind closed doors. 

Then, in October. China signed 
the United Nations covenant on 
civil and political rights, 
regarded as a cornerstone for 
civil liberties. Beijing does not 
have to abide by its statutes until 
it ratifies the document, perhaps 
many years from now. But as 
long as it is studying the text, the 
condemnations of foreign leaders 
and human rights pressure 
groups wfll cany less force. 

China is also sticking its diplo- 
matic nose into new areas, such 
as the Middle East and former 
Soviet central Asia. In both, the 
desire for energy security is 
strong; China may have to 
import a third of its oil by 2010. 

Its involvement with Israel and 
the Palestinian authority, (the 
leaders of both visited Beijing 
this year) may also assist China’s 
engagement with the US beca u s e 
of Washington's burning pre- 
occupation with the Middle East 
Building economic links with 
Kazakhstan. Uzbekistan and 
Kyrgyzstan may help China to 
prevent Moslem separatists from 
infiltrating its volatile north-west 
frontier region of Xinjiang. 

But where wfll China's growing 
prominence end? And what to its 
guiding doctrine? 

Befiing describes its diplomatic 
philosophy as one of "multi- 
polarity”, a conveniently hazy 
concept that officials say 
embraces a desire for a more 
equitable world less in the thrall 
of Washington. Some analysts 
are more blunt. “China under- 
stands there to only one super- 
power. The core Chinese interest 
to to reduce, contain and dilute 
US influence,” says Mr Segal. 

“There is a concerted effort by 
China to be the central Asian 


country." adds Bruce Dickson, 
director of the Sigur Centre for 
Asian Studies at the George 
Washington University. 

There are numerous examples 
of attempts to seek a balance to 
US influence, or even undermine 
iL Chi Haotian, the defence min- 
ister. chose Singapore - a 
staunch security ally of the US - 
to lecture this month on the 
drawbacks of Washington’s mili- 
tary presence in Asia. 

EU officials said that during 
the visit of Jacques Santer. presi- 
dent of the European Commis- 
sion, in October, senior Chinese 
officials made little secret of then- 
hope that the euro would become 
strong enough to balance the 
dominance of the dollar and yen. 

C hina plans to convert a 
significant amount of 
its foreign currency 
reserves into euros fol- 
lowing the currency’s launch, 
and issue bonds dominated in the 
European currency, officials have 
said. Some academics in Beijing 
add that they hope monetary 
union could lead to greater politi- 
cal unity so that Europe could 
become a more reliable diplo- 
matic counterweight to the US. 

Chinese diplomacy has made 
significant strides this year. All 
the same, the country’s status as 
an emerging “big power” is still a 
good deal more fragile than its 
leaders would admit 
China's diplomatic power these 
days grows not from the barrel of 
a gun but from the lure of its 
vast potential market. But its 
economic growth Is probably 
overstated, and the pull of the 
marketplace to in remission while 
the country grapples with a 
chronic banking problem. 

There also appear to be some 
contradictions in China's grand 
plan. On the one hand it com- 
plains of the US military pres- 
ence in Asia. On the other it 
opposes any attempt by Japan to 
re-arm. Yet a US troop with- 


drawal would almost certainly 
prompt Tokyo to spend more on 
defence. “The Japanese could 
quickly outshine China in mili- 
tary affairs." says Prof Yahuda. 

Another perennial source of 
diplomatic instability to Taiwan, 
the island off China's south-east 
coast which drives Beijing’s 
thinking on a surprising number 
of issues. Mr Jiang's government 
has made the cause of reunifica- 
tion with Taiwan a kind of diplo- 
matic virility symbol. The main- 
land to engaged in a process of 
attrition through which it tries to 
strip Taipei of any kind of diplo- 
matic recognition. When thing s 
go wrong, such as in 1995 when 
Lee Teng-hui, Taiwan’s presi- 
dent, secured a visa to visit the 
US. the reaction can be uncom- 
promising. In 1996 Beijing con- 
ducted a series of missile tests 
just miles off Taiwan's coast, 
prompting a US naval task force 
to sail to waters near the island. 

Some analysts also believe that 
Taiwan's actions can drive other 
aspects of Beijing's foreign pol- 
icy. This year, for example, China 
hit out at Indonesia for the 
ill-treatment of ethnic Chinese 
among the Indonesian popula- 
tion. “In some respects they felt 
pushed into it by what the Tai- 
wanese were saying [about 
Indonesia], They are still rivals 
for the allegiance of the overseas 
Chinese communities," says Prof 
Yahuda. 

Japan and Taiwan show that 
China's rise to greater influence 
in Asia is never going to be 
smooth or unchallenged. But 
those countries do not appear 
able to stop it: China's rise seems 
inevitable unless the country dis- 
solves into internal strife. How 
the world will accommodate its 
emergence is a pressing question. 
Napoleon once advised the west 
against doing anything to drake 
the Middle Kingdom from its 
long Manchu lethargy, for, as he 
said, "when China wakes, it will 
shake the world". 



Rolfs 

return 

Should have seen it coming. 
Packaging group Rexam's bid for 
Swedish counterpart PLM has 
Rolf Bfirjesson stamped afl over 
it . . 

Rexam chief executive 
Bfirjesson, a man whose 
smorgasbord overflows with tasty 
corporate experience, denies that 
he’s been humming that 

well-known Swedish titty 
Hamnden&rfysv (revenge Is 
sweet). But he'd be forgiven if he 
was. given the takeover bid he . 
has Just launched for the . . 
Swedish packaging group.. 

Insiders at PLM, where the . 
shooting and saIBng Bfiijesson 
ran the show from 1989 to 1996, 
detect a settfirig of old scores 
with Industrivflrden, PLM’s 
largest shareholder. Scandinavian 
packaging groupies reckon the . 
man brought in to sort out the 
former Bow afar business feH out 
with Industrivflrden shortly before 
his departure. ; 

_Ha was said to be more than a 
liitle-mtffed that the investment : 
group didn’t folly inform turn it 
wasconsidering a takeover 
approach from US package' Baa 
Corporation in 1995: From that 
moment on, say fnsictets, he ; 
wanted out 

But thats not how Bfirjesson - 
who darns he has nYhegbtiafed 
anything as incidental as Ms own 
pay package in 30 years— 
remembers It Rexam, he says, 

- • • t - 


was an exciting turnaround 
challenge for him to tackle after 
bringing PLM to the market - 
“and in any case, London Is a 
nice place to five". - 

He says there’s nothing 
malicious or. nostalgic about 
going after his former employer. 
Asked to sum up his motives, he 
prefers to quote old shaver Victor 
Kiam: “I fiked it so much, l 
decided to buy the company.” 

Open season 

With all the talk about 
transparency in Asian markets, 
the Stock Exchange of Thailand’s 
annual awards for excellence In 
annual reports seemed a good 
place to find-out who believes in 
action rather than words in a 
country sorely in need of more 
corporate disclosure. 

In the category of large 
financial restitutions, a 
quasl-govemment development 
bank, the Industrial Finance 
Corporation of Thailand, was 
cited for excellence. The 
non-profit organisation award 
went to the Stock Exchange 
itself. So far so good. 

But toe winner in toe small 
financial Institutions category was 
The Mutual Fund Company, four 
of whose top fond managers 
were suspended by toe 
Securities and Exchange 
Commission this year for making 
"a careless and unethical 
Investment which ran against the 
interest of the customers". The 
bade suggested a “conflict of 


interest knowing that the 
investment would not show a fair 
return". 

Sadly, In toe next two 
categories - large industrial 
companies and small commercial 
ones - the judges didn’t find 
anyone worth an award, though 
they did dish out four honourable 
mentions. 

Asked how all this reflected on 
disclosure In Thailand, an SEC 
official didn’t have much to say - 
apart from a lecture on the 
disclosure shortcomings of the 
failed US hedge fond Long-Term 
Capital Management Very useful. 

Retro active 

ffs 80 years since a Habsburg 
ruler last sat in Vienna's 
Schfinbmnn palade, but the 
descendants of toe often- 
obscurantist rulers of the 
Austro-Hungarian empire seem 
to have adapted better than most 
defunct dynasties. 

They’re also a long-lived lot 
three octogenarian sons of Karl, 
the last emperor, survive and two 
- Felix and Karl Ludwig - are 
now asking for their money back. 
And the Institution that’s made it 
all possible is the European 
Union, the largest grouping of 
nations on the continent since 
the empire struck out 

The brothers were barred from 
Austria until 1995 when the ban 
was found to be counter to EU 
law. Now that they have their 
passports back, their demands 
seem modest for a family that 


once controlled much of central 
Europe. They don't want the 
palaces back, but they’d like 
some forests and buildings they 
say were private property. 

Otto, at 88 the eldest brother, 
has been in toe thick of Europe 
since 1979 as a German MEP, 
and his sons are busy forging 
links between nations their 
grandslres once ruled. 

Kail, toe heir-apparent and 
former quiz show host, is an 
Austrian MEP and a big wheel in 
the country’s Pan-European 
Movement Little brother Georg, 
a former film company director, 
is Hungary’s ambassador for 

European Integration. 

Roman’s road 

German presklent Roman Herzog 
has chosen a good time for his 
state visit to Britan, which 
begins today. 

A formidable jurist - he was a 
constitutional court judge before 
he moved into Berlin’s Bellevue 
Palace in 1994 - Herzog knows 
his way around thorny legal 
problems. And as an honorary 
bencher of Grays Inn in London, 
his knowledge is not limited to 
toe intricacies of codified 

continental law. 

So with the UK government in 
a pickle about what to do with 
Chilean ex-dlctator Augusta 
Pinochet - known in Santiago 
these days as “the English 
patient” - who better to give the 
bemused Britishers a spot of 
neighbourly advice? 


100 years ago 

The Salvador Revolution 
Berlin, 30th Nov. A telegram 
received here from Guatemala 
states that General Detegado, 
who has assumed toe 
dictatorship in San Salvador, 
demands from the states of 
Honduras and Nicaragua to be 
recognised as President of 
Salvador, threatening war in 
the event of non-compliance. 

It is added that complications 
are apprehended. 

50 years ago 

“Scorched Earth” In China 
Shanghai, Nov 30. After the 
events in North China, where 
toe "scorched earth" tactics 
resuited in the destruction of 
much foreign property, 
businessmen are afraid that 
similar tactics might be 
applied fn Shanghai where 
many millions of pounds worth 
of divestments might be 
endangered. Embassies have 
been asked to obtain 
assurances from the Nanking 
Government but at present no 
official comment is available. 

IMF In Chile 

Santiago, Nov 30. M. Camille 
Gut, managing director of toe 
International Monetary Fund, 
and members of his staff have 
arrived here to-day to discuss ■ 
monetary problems with the 
Chilean Government 
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Recession? 

A couple of tips to cut the travel budget: 
J.Ban Air Miles - it's bribery! 

2.Fty casyJcC 

cdi 0870 6 ooo ooo easyJet 
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Deutsche on trust 


Who is taking whom on trust in Deutsche 
Rank ’s DMlTbn ($l0bn) acquisition of 
Bankers Trust? While the US sharehold- 
ers are aB rewhing out, it is the German 
bank's who, once again, are being asked 
to everything on good faith. With 
such a dismal record of failure behind it, 
is there any reason to belive Deutsche 
will finally get its investment banking 
strategy right? 

While there are no guarantees. Deut- 
sche's recognition that this Is its last 
chance is a positive sign. This means 
three things. First is an emphasis on 
speed of integration, with a transition 
period of 18 months maximum - in con- 
trast to the leisurely assimilation of Mor- 
gan Grenfell. Rolf Breuer. Deutsche chair- 
man, says the hank has learned its lesson 
and the “cruel" decisions will be speedy. 
Second, the proposed cuts look deep given 
the limited overlap between the two busi- 
nesses. The mooted 5,500 job cuts amount 
to 30 per cent of Bankers' operating costs 
and should produce $lbn of savings by 
3001. But at the same time some of the 
best revenue-generators could walk out of 
the door. 

Third, the management structure looks 
dear. Apart from investment banking and 
mergers and acquisitions, where Bankers 
is stronger, the different business streams 
will largely be run by Deutsche managers. 
And at the top, Frank Newman, Bankers* 
chairman, is likely to relinquish his role 
as co-bead of the enlarged business in 
favour of Deutsche’s Josef Ackermann in 
2000. 

As Ear as financing is concerned, Deut- 
sche has not managed to find a way of 
paying for Bankers Trust by a tax-free 
exchange of shares into its industrial 
holdings, as some had hoped. However, 
given that this was a cross-border merger 
and that US shareholders would be reluc- 
tant to receive stock at all, let alone 
shares in German industrial companies, it 
is no surprise that a more conventional 
financial structure has emerged. 

Plans for restoring Deutsche’s capital 
ratios look sensible too. Selling only 
DM4bn of new equity will avoid dramatic 
dilution of existing shares, as well as 
introducing a welcome degree of leverage 
into Deutsche's balance sheet And dispos- 
ing of industrial shareholdings directly 
and via convertible bonds wisely recog- 
nises that waiting for the red/green coali- 


Deutsche Bank and Bankers Trust 
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tion to lower the prevailing 55 per cent 
rate could prove frustrating. Given that 
these holdings are largely unrecognised in 
Deutsche's share price, even punitive tax 
charges can be shrugged off. 

Barclays 

Was Martin Taylor’s scheme to split 
Barclays in two brilliant or barmy? The 
plan to create a corporate and a retail 
bank was certainly controversial. It 
helped trigger Mr Taylor's abrupt depar- 
ture as chief executive last week. But the 
idea was not crazy. 

There are two reasons for considering 
such a demerger. First, volatile earnings 
from Barclays’ capital markets operation 
have tainted the value of the rest of the 
bumness. Hiving off the corporate arm 
could therefore allow the value of the 
extremely profitable and steady retail 
business, which is like a small Lloyds 
TSB, to shine through- On a break-up 
basis, Barclays is worth about £25bn- 
£26bru according to ABN-Amro, compared 
with its current £21bn market value. 

A second argument is that the 
demerged parts could engage in value- 
creating mergers of their own. The retail 
arm. for example, could mage with a UK 
retail bank such as Halifax; that would 
offer scope for cost-cutting. Meanwhile, 
the corporate side could be sold to a big 
European or international bank. 

So much for theory. But there are 
snags. Where wonld Barclays do the 
splits? The capital markets business on Its 
own would be too small and volatile to be 


viable. Putting this people business up for 
sale could also rapidly erode shareholder 
value - as happened when Barclays auc- 
tioned Its BZW operation last year. 

A more logical approach would be to 
combine the capital markets and corpo- 
rate banking businesses, and demerge 
that entity. The problem is this combina- 
tion has. yet to occur. Moreover, though 
the retail and corporate arms no longer 
share branches, except far the smallest 
businesses, there would undoubtedly 
be costs in splitting them. 

The sensible course would be to get cm 
with merging the capital markets and cor- 
porate businesses, and then take a ram 
check. Although Mr Taylor's sense of 
urgency looks misplaced, his idea still 
merits serious examination. 

Rexam/PLM 

Rolf Barjesson, Rexam’s chief executive, 
has saved a few krone in due diligence 
fees by buying the cans and bottles com- 
pany he used to run. But the £57&n cash 
and debt deal will swell Rexam’s debts to 
about £980m. twice its shareholders' 
funds, and leave interest cover, at just ! 
four times, very much at the tight end of 
the comfort zone. 

As for the strategic fit, PLM is a good 
cash producer and its continental network 
will fill a gap for Rexam. But the com- 
bined group will stQl only be number 10 
in consumer packaging after this deal. 
Worse, ELM'S dr inks packaging will be a 
stand-alone business with little overlap 
with Rexam. The synergy benefits that 
might have compensated for the two com- 
panies' elusive organic growth will be 

minimal 

Mr BOijesson says interest cover will 
bounce back to five times once he sells 
Rexam's industrial packa g in g business. 
Then there will be further disposals from 
the printing and building and engineering 
divisions. The snag is that selling the 
hi gher - marg in indus trial packag in g opera- 
tion will dilute earnings, and that Rexam 
has weakened its hand for future dispos- 
als by looking like a forced seller. 

The debt would not be such an issue, of 
course, if Rexam had not decided in July 
to hand back £262m to shareholders. True, 
PLM was too expensive then. But making 
it pay even at this lower price win stm be 
a challenge. 
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Europe today 

Northern Scandinavia will have 
heavy snow, but southern parts win 
stay dry with sunny speBs. High 
pressure will continue over the rest 
of northern Eurape. lt wffl be dry, 
with the sun breaking through any 
overnight freezing fog patches. 
Temperatures util stay weB below 
freezing. Italy, Greece and the 
Batons wffi have prolonged 
periods of heavy rein. Northern 
Spain wBf have ran and the 
Spanish resorts wffl be showery. 
The eastern Mediterranean will be 
dry with sunshine. 

Rve-day forecast 

High pressure across northern and 
eastern Europe wit e x t end 
northwards towards Iceland by 
Thursday. Northern Scandinavia 
will stay unsettled with rain and 
snow. Rain in the central 
Mediterranean wffl ease off on 
Wednesday but return towards the 
end of the week. 
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US ANNOUNCES AN EXTRA $4Q0M IN AID FOR GAZA AND THE WEST BANK 




dividend, says Clinton 


B y Stephen Htflar to W ashfagtoo 

President Bill Clinton has- 
announced a 5400m Increase in OS 
aid to the Palestinians, warning an 
aid conference in Washington t hat 
Middle Bast peace would not last 
unless it delivered an improvem ent 
in Palestinians’ living standards. 

“We must convince those who 
have invested so much in this pn> 
cess that it was a sound invest- 
ment” Mr Clinton said, yesterday of 
the peace accords between Israel and 
the Palestinians. ■■■ • 

About 50 foreign governments and 
international organisations were 
represented at the US-convened con- 
ference aimed at increasing interna- 
tional help for Palestinian areas in 
the West Bank and Gaea. 

The US money would be used to 
help create Palestinian jobs, improve 
baric education, make water more 
easily available and support the rule 
of law, officials the «™ would 
be on top of the regular annual con- 
tribution of the US, expected to be 
about SiOOm for the next five years. 


Mr Clinton indicated disappoint- 
ment at the economic benefits that 
followed from the test aid conference 
for the Palestinians in 1993. when a 
total £L3bn was pledged, of which 
$21hn was disbursed. 

•There has been too • tittle 
tangible improv e ment in ikq fives of 
the Palestinian people. Per capita 
income is down, unemployment is 
too high, living conditions are" 
extremely difficult,” Mr -Clinton 
said. 

“No peace stands a chance of last- 
ing if It does not -deliver real results 
to ordinary people," he said. He said 
peace also bad to be regional in 
scope; “Trade and investment must 
flourish throughout the Middle Bast; 
between the And) world and Pales- 
tinians. and also between the Arab 
world and Israelis.” 

Before tite conference, US officials 
declined to be specific about how 
much they expected to be pledged, 
although analysts believe the Pales- 
tinians .are unlikely to receive the 
£4hn over the next five years that 
they have been seeking. 


The conference was expected to 
concentrate on general pledges and 
will be followed by a more detailed 
jwapttng under World Bank auspices 
in early February. By then the Pales- 
tinian Authority is expected to be 
ready with more details of proposed 

projects. . 

Mr Clinton, who plans to visit 
Israel the West Bank and Gaza in 
.mid-December, did not allude to alle- 
gations that some of the foods 
pledged in 1993 - which included 
$375m direct assistance and tlgsm 
of guarantees from the US - were 
misused. 

But senior US officials have said 
that the International Monetary 
Fund is working with the Palestin- 
ian Authority to ensure transpar- 
ency and accountability. 

After the opening of Gam Interna- 
tional Airport test week, Vassir Ara- 
fat, the Palestinian leader, said he 
hoped work would soon begin on a 
seaport at Guta which he described 
as “a major window for our economy 
and the movement of people, and 
goods to international markets”. 


Fuji Heavy Industries shares 
plunge amid scandal reports 


By Mcldyo Sakamoto to Tokyo 

Shares in Fuji Heavy Industries 
plunged more than .6 per cent yester- 
day to YKL5 on reports in Japanese 
newspapers that Isamu Eawai, its 
^hail-maw hail personally suggested 
giving Y5m ($40,650) in bribes to 
Ypjiro Nakajima, a Liberal Demo- 
cratic member of parliament who 
has been arrested an suspicion of 
misappropriating public political 
subsidies. • 

Fqji Heavy, whose leading share- 
holder is Nissan Motor with a 44 per 
cent stake, is primarily a vehicle 
maker, but it Is also an established 
supplier to the defence agency and is 
alleged to have paid the bribes in 
order to win contracts. 

The media reports, attributed to 
sources dose to the publie prosecu- 
tors’ office, follow the arrest of a 
former senior managing director of 
Fuji heavy on suspicions of giving 
Mr Nakajima Y5m while he was par- 
liamentary deputy minister at the 
defence agency. Late test month, the 


prosecutor’s office also raided Fuji 
Heavy’s offices. 

The allegations of funds pass i ng 
between Fuji Heavy and Mr Naka- 
jima suggest a triangle erf Japanese 
businessmen, bureaucrats and poKti- 
dam ensuring a lucrative business 
for companies with dose links to 
politicians and bureaucrats. 

Mr Nakajima, whose grandfather 
was founder of Fuji Heavy’s prede- 
cessor. Nakajima Aircraft, had the 
second highest ranking job in the 
agency hi 1996. 

At the time. Fuji Heavy's forma; 
senior manag in g director allegedly 
pressed him repeatedly to give the 
company preferential treatment in 
the experimental production of a. 
new flying boat. 

Prosecutors also believe Fuji 
Heavy paid Mr Nakajima YlOm dur- 
ing the 1996 general election when 
Mr Kawai visited Mr Nakajima’s 
constituency, in Gumma pre- 
fecture. 

After the election. Fuji Heavy was 
successful in gaining its targeted 


share of orders for the flying boat 
The allegations Involving Fuji 
Heavy come in the wake of another 
scanda l that has shaken Japan's 
defence agency and led to the arrest 
of several agency officials as well as 
industry members. 

Fukushiro Nukaga, former defence 
agency chief and one of the 
“princes" of the LDP. resigned ear- 
lier this month to take responsibility 
for the earlier defence agency pro- 
curement scandal 
In that scandal, it was revealed 
that former members of the agency's 
procurement department had col- 
luded with suppliers to reduce pay- 
ment owed to the agency. 

- If the series of scandals at the 
defence agency widens, there could 
be further repercussions for the gov- 
ernment of Mr Kelzo Obuchi. which 
only recently suffered the unprece- 
dented ignominy of having its 
defence chief face a censure motion 
in the Diet. 
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SUPPLY CHAIN LOGISTICS 


TUESDAY DECEMBER 1 1998 


Moving up 
the corporate 



Transport and logistics are increasingly r^gsjded 
as a means of boosting revenues and a source of 
competitive advantage, says Charles Batchelor 


Supply chain management is 
moving up the corporate 
agenda. As competitive pres- 
sures increase, comp anies 
are being forced to rethink 
how -and where -they can 
squeeze costs out of the sup- 
ply process. 

More large corporations 
are appointing logistics spe- 
cialists to senior positions 
while the European Commis- 
sion has ordered a study of 
transport and logistics tamwq 
which it regards as crucial 
to the competitiveness of the 
continent's businesses. The 
report, compiled by Prlce- 
WaterhouseCoopers, is due 
to be published next spring. 

Consultants such as 
KPMG are pulling together 
previously separate teams 
working in areas such as 
inventory management and 
distribution to create supply 
chain units. Management 
schools are giving greater 
recognition to broader 
aspects of the subject Clan- 
field, the UK management 
school, has renamed its MSc 
course logistics and supply 
chain management,” replac- 
ing its former title, “logistics 
and transportation 1 *. 

But supply chain manage- 
ment should not be seen sim- 
ply as means of reducing 
costs, experts warn. It 
should be regarded as a 
means of boosting revenues, 
as a source of competitive 
advantage. 

One health care company 


won a large chunk of the 
market from an established 
competitor when It intro- 
duced a system allowing 
overnight delivery to the 
retailer and next-day service 
for the customer. 

“Companies are investing 
in their supply chains to 
generate revenues, not to cut 
costa,” says Gary Mcfiraith, 
head of KPMG's European 
supply chain practice. “A 
pound spent on the supply 
chain can give more value 
than £1 spent on marketing. 
The supply chain is part of 
the service offering " 

Supply chain management 
was defined in a recent over- 
view by investment bankers 
Morgan Stanley Dean Witter 
as “the integration of the 
flow of materials, docu- 
ments. information and 
finance, which optimises 
Individual shipments.” 

This definition understates 
what many specialists see as 
the dynamic aspects of sup- 
ply chain management 
which require information 
from the retailer on daily 
sales of particular products 
to be transmitted back to the 
manufacturer to influence 
decisions an design, sourcing 
and production volumes. 

Managing that supply 
chain requires parts of tbe 
supply process which were . 
previously regarded as sepa- 
rate to be brought together. 
Enterprise resource planning 
software is available to pull 


the information together but 
success oriteilifrd depends 
on persuading* people to 
make the system work. 

“People have to get away 
from the ‘goods in, goods 
out' mentality which says 
that whatever happens 
before or after that stage is 
nothing to. do with them,” 
says Ian Ganadtoe. director- 
general of the recently 
merged UK Institute of 
Logistics and Transport. 
"People have to realise they 
axe in a total business pro- 


Companies in sectors such 
as vehicles, electronics and 
retailing, which were among 
the first to adopt supply 
chain methods, may have 
built up a competitive lead 
but even they ate having to 
hone their techniques as 
markets change.: 

The benefits to be gained 
from traditional' sources of 
competitive advantage in the 
supply chain area are dwind- 
ling, according to a survey of 
the main European indus- 
trial and service sector com- 
panies carried out by consul- 
tants AT Kearney. 

The top companies have 
reduced logistics costs -ad- 
ministration, ' inventory, 
warehousing and transport 
-to US per emit of revenues 
in 1998 from 14 3 per cent In 
2987 but further reductions 
will be hard to achieve, the 
study showed. It forecasts a 
modest fan to 6.6 per cent by 
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Annual review 


telephone to reach loom sub 
sertbers but H has taken the 
internet less than twe 
years,” says Alan Waller, 
director ctf Cranfleld Centre 
for Logistics and a partner 
PrlceWaterhouseCoopers.^f 
“Technology is driving”" 
change 20 times faster than 
100 years ago. Companies-? 
cannot keep up." 

Home shopping is being 
Introduced by scrap super-™ 
markets but there are doubts . 
as to whether the typical t: 
charge of £5 will be enough * 
to cover the cost of selecting ^ 
the goods from the shelves. “ 
People spend up to two 
hours on food shopping. It is 
doubtful whether it is effi- 
cient for the store to get its 
own people to do that . 
Loyalty cards being intro- ^ 

n- 
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Parts of the eupphr process are being brought together 


2003. ' - 

Cycle time reductions, 
down from 71 days in 1987 to 
12 days in 1998, are also, lev- 
elling out with only three 
more days expected t6 be 
taken out of delivery lead 
times by 2008. 

Agility and leanness are 
the consultants* catchwords 
for the next stage In supply 
chain logistics. 

The AT Kearney survey 
shows leading companies 
moving towards customised 
packaging, labelling and pri- 
cing and Increasing 
exchanges of personnel with 
customers. On the technol- 
ogy front, they expect to 
increase their use of bar- 
codes to track products. 


through the system and to 
increase sales through the 
internet 

“Postponement” is a key 
concept with products cus- 
tomised at the end of the 
delivery chain for particular 
markets and individual cus- 
tomers to minimise tbe need 
for stock-bedding. 

In the personal computer 
market this Involves install - 
ing the specific chips 
required by the customer at 
the last moment, inserting 
manuals and applying pack- 
aging in the appropriate lan- 
guage. 

"The boundaries of manu- 
facturing and distribution 
are becoming blurred,” says 
Konrad Balcerak of Trans- 


Soc i«lMtMSa»(M«ftMgfellai 

port Development Group, a 
logistics services supplier. 
“Delaying the finishing pro- 
cess reduces inventory.” 

Tbe need to tailor products 
for the individual customer 
is spreading from high value 
fields such as cars to more 
mundane, lower-value 
articles. This process, known 
as mass customisation, puts 
further pressure on tbe sup- 
ply chain 

“Mass customisation 
attempts to deliver a tailored 
product for the same price as 
a mass produced one,” says 
Mr Mcfiraith. “Since the 
manufacturing costs are 
higher, this means you have 
to reduce costs in your sup- 
ply chain by restructuring 


i m-anaa Ml Mrt m togMca v*m 
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of SflMa com Id GOT 


it” 

The conventional supply 
chain is built around the 
assumption that the cus- 
tomer win come into a store, 
supermarket or showroom to 
buy. But telephone banking 
and tbe internet are remov- 
ing the need for the retailer 
to acquire expensive High 
Street premises. 

CD sales will be bit by 
music players which can 
draw down tracks from the 
internet while clothes stores 
could he affected by an inter- 
net facility which allows cus- 
tomers to feed their dimen- 
sions Into the system and 
“try on” items to see how 
they look. 

“ft took 35 years for the 


duced by many supermar 
kets allow retailers to collect 
information on their custom- 
ers' preferences. 

The Implications of these 
developments are no less 
far-reaching for the third 
party logistics suppliers than “ 
they are for the manufactur- 1 
ers and retailers. 

Tbe logistics companies 
have been frantically 
restructuring themselves to 
become more effective. Many 
have made acquisitions to 
extend their geographical 
reach or to obtain new skills 
while others have been dis- 
posing of non-core activities. 

One third of logistics 
groups questioned in a 
recent poll by Cap Gemini, a 
computer services company, 
said they had been asked by 
their customers to reduce 
their prices in tbe past year 
while 42 per cent had been 
asked to supply new ser- 
vices. Nearly one third had 
plans to merge or consoli- 
date their operations and 19 
per cent planned an overseas 
acquisition. 

Further challenges face 
the sector and its customers. 
The launch of tbe euro and 
the problems posed by tbe 
millennium bug are creating 
a shortage of IT specialists. 
This is a serious problem for 
an industry which depends 
on increasingly sophisticated 
computer systems to meet 
its customers' expectations. 


Griffin 



we keep them moving 

forward 


MM The wUmM of (ha m cctw story of Eddi* Stobart LM Is after 
for bB to mm on tfesrowd* of tfw UK - sustained year on y mr- 
growth over tho tost tan ysArs wren twnovsr 
rise Iron* £9 million to £100 million. 

An tonpoitantospoetoflhatarowrttihw 
boon tho manassmant of cash flow; 

In this, Griffin have consistently 
proved tint thoy could provld* tfw 
one typo of finance that could cop* 
with our expansion. 

_ rtsponohroto afl ttta demand*-. 

We now nave 850 vehicles - wa expect it to ba 
over 1,000 within 12 . months - 18 locations, and'-, 
occupy between three and four mitem square feat of 
space in achieving thto, the wav that Griffin has 
responded to all the demands our oampany haa placed an ' 
them, both in the provision ot their finance - to fuel our 
gtowth - end credit protection -to protect us from bad debts, 
end stow paying customers - haa been fundamental. . 

- „ good unddretatyfing of our business^ 

Bacsusa of them we've never had to fl° bock ibour bank to negotiate' 
an overdraft. They allow us id moWo funds within 24 hours. based on . 
out debit* book. TVwy aleo eondnuBBy damontente a pood unttorstancfinB 
of our business, along vdrrih»«oa«Bd pain of grow*. 

.„ « ■ very rwtemabW coat-. ." " 

Twgpeedofaerv^avwyimaxtt^ 

answer to any request within 24 hours, and we mem whh frem on a •„ Jf 

basis to discus's sHaspecwof our. r*ttonship. In ^ . 

two of three months Is difficult. so their flefe Is critical - and rt.aH comes ata vary 

raasonabto cost- ’ ■ 

, would b-h-l>l>V*“ ““"“ l *■*-'*■ *!» 

K to anyone. M ■ J 
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COMPANIES LIKE PHILIP MORRIS COME TO US 
BECAUSE WE HAVE ACCESS TO ONE RESOURCE THAT 
NO OTHER LOGISTICS SPECIALIST HAS... 


Dan Bergman is- part of the unique 
strength of Ryder Integrated Logistics, 
thii European logistics specialists with 
offices throughout Europe. 

Most days, Dan can ba found with 
our Philip Morris team the task force 
working in partnership with this multi- 
national company on its expansion 
programme in Poland and Eastern Europe. 

This is a multi-faceted project Already, 
we have assisted Philip Morris with 
the design, implementation and 
operation . of their newly centralised 
logistics and transportation systems 
which move all finished goals from the 
factory to their nationwide distribution 
centres. We've used historical sales * 
data and demand forecasting to 
optimise the number and location of VJ - 
dlstribution centres. We've designed 
new distribution channels, and are 
operating a dedicated vehicle fleet 
Wfe've maintained or enhanced customer 



...DAN 


service and product security levels at 
every stage. Now we're focusing on 
improving secondary'distribution. 

Why did Philip Morris choose Ryder 
Integrated Logistics? Because wa have 
the systems, resources and expertise 
to tailor effective, fully managed 
solutions fa the most complex supply 
chains. And because we offer the extra 
dimension of European experience. 
We've born in Europe for many years - 
building local knowledge and 
understanding, and developing our 
operations as the EU evolved and the 
former Eastern hloc came on board. 
People like Dan can help you achieve 
the market responsiveness and 
supply chain efficiency that are crucial 
for success in today’s European and 
global marketplace. 

Wherever you want to be. talk to 
Ryder integrated Logistics. We'll 
help you get there. 
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PROFILE 

RECKITT & COLMAN/McGREGOR CORY 


Working with mixed pallets 


Even a manufacturer as 
large as Reckitt & Colman. 
with global sales of more 
than £2bn - one third in 
Europe - is rarely in a 
position of delivering a fuit 
truckload of products to a 
retailer. 

As the supermarkets have 
put the squeeze on the 
stocks they are prepared to 
hold in-store, their suppliers 
have been forced to make 
increasingly frequent 
deliveries of smaller amounts 
of products. 

The company which is 
only delivering a pallet or 
two to each store or to a 
distribution centre win find 
its trucks relegated to 
inconvenient times. 

“Coca-Cola may be able 
to deliver a truck full every 
day to a distribution centre 
but we don't have full 
loads” says John Doran, 
logistics director Europe for 
Reckitt "Supermarkets want 
dally deliveries but they 
don't want a lot of lorries 
turning up." 

The answer increasingly 
has been to go to a third 
party logistics company 
which can combine one 
company’s products with 
those of several others to 
deliver a full truckload to the 
supermarket 

it is the changing patterns 
of retail supply which have 
helped persuade Reckitt to 
sign up McGregor Cory, the 
contract distribution division 
of Ocean Group, a logistics 
services provider, to handle 
its distribution in the UK and 
Spain. 

In June the two 
companies reached 
agreement on a five-year 
deal, worth up to £5 -5m a 
year to McGregor, for 
McGregor to handle all of 
Reckitt’s UK deliveries from 
its distribution centre at 
Bawtry, near Doncaster, 
South Yorkshire. McGregor 
also handles Reckitt exports 
to the Middle East and 
Israel, Cyprus, the Caribbean 
and North Africa. 

The Bawtry centre handles 
400 Reckitt product lines 
involving an annual volume 


of 160,000 pallets. The 
contract employs 80 people, 
and distribution is carried 
out by a fleet of 15 vehicles. 

The centre takes incoming 
goods from Reckitt’s UK 
household products factories 
in Hull and Derby, so stocks 
are not required to be held 
there, and also from its 
overseas plants. 

McGregor is able to 
combine pallets of Reckitt 
products - Dettcrf, Mr 
Sheen, Harpic, Haze, Disprfn 
and Lemsip - with those of 
the other 14 customers 
handled by its Bawtry depot, 
which handles 500,000 
pallets a year. Other 
customers Include Virgin 
Cola, Roche Products (UK), 
Cans Food International and 
Haztewood. 

McGregor then went on to 
win the contract to handle 
distribution in Spain, 

Reckitt' s fourth largest 
market in Europe, and it 
hopes to win further 
countries in Europe. 

Reckitt has 11 distribution 
contractors in Europe but it 
is keen to reduce them to 
four or five. This could 
involve finding a contractor 
capable of operating in 
several countries or 
subcontracting the 
management of several 
national contractors to a 
third party. 

Negotiations of the 
contract were prolonged by 
a change of senior 
management in Reckrtfs 
logistics division and by the 
complexities of the deal. 

The first stage of the 
handover of responsibility to 
McGregor was relatively 
simple since Reckitt was 
already a tenant at 
McGregor’s 850,000 square 
foot site a Bawtry. McGregor 
is now building a warehouse 
for Reckitt 

The handover of the 
transport side, previously 
handled by P&O Distribution, 
was more complex since 
McGregor had to replace the 
P&O lorry fleet with Its own 
vehicles from one day to the 


systems required the 
greatest effort The contract 
negotiations coincided with 
an upgrading of Roddtt’s IT 
systems to provide a 
business-wide enterprise 
resource planning capability. 

In the new year, it will 
switch management of the 
Reckitt account to its own 
Unison system which 
provides compatible 
electronic data interfaces 
and working practices to 
manage distribution 
throughout Europe. 

"We w9l be able to 
provide them with 
information from our links 
with retailers,” says John 
Winston, managing director 
of McGregor’s multi-user 
logistics division. “They wiH 
get a greater understanding 
of their product flows." 

McGregor will install a bar 
code scanning system to 
allow the progress of 
products through the system 
to be monitored more 
closely. A lo gi stics specialist 
has the volume of business 
to support investments in 
systems of this sort which 
could not be justified by 
individual manufacturers, 
says Mr Winston. 

The future holds the 
promise of continuing 
change. Reckitt is following 
other companies down the 
road of global sourcing. In 
the area of dental care it has 
reduced from six factories 
seven years ago to ten - in 
Germany and South Africa - 
supplying the entire world. 

These developments will 
lengthen the distances 
involved in bringing products 
to market and pose new 
challenges for distribution 
networks attuned to 
just-in-time deliveries. 
Failures in the delivery chain 
could have a far greater 
impact 

McGregor, for its part, is 
keen to work with its clients 
on product development and 
believes the data it collects 
on retail demand could be 
applied by manufacturers 
earlier in the supply chain. 
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EUROPE by Michael Terry 


T aking a continent- wide view 


Manufacturers want service providers with 
true pan-European capabilities 
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Managers of the German and 
Swedish distribution con- 
tractors, Schenker and BTL. 
expect by next summer to 
have completed the forma- 
tion of what they claim will 
be the nearest yet to a pan- 
European. third-party logis- 
tics services provider. 

The initiative to form 
Schenker STL is indicative 
of a crucial phase in Euro- 
pean logistics development, 
as leading European distri- 
bution operators begin to 
respond to testing new 
demands of manufacturers 
and. retailers, especially the 
multinationals that are in 
the closing stages of long 
talked about European 
rationalisation. 

Manufacturers are unrav- 
elling previous country- 
based supply chain arrange- 
ments and treating Europe 
as a total market by strategi- 
cally resiting plants and cen- 
tralising distribution. Retail- 
ers are extending their reach 
and opening branches in a 
number of countries. - 

Companies in both sectors 
say they require logistics 
providers with the coverage 
and skills to match their 
ambitions for cutting costs 
and improving service. 
Many, especially in IT, are 
seeking stockless networks 
that allow assembly of made- 
to-order products as they 
travel to customers. 

Gary McHraith, of manage- 
ment consultants KPMG, 
said: '‘Manufacturers want 
service providers with true 
pan-European capabilities. 
By having to operate 
through many distribution 
companies they fear they are 
giving away too much mar- 
gin." 

On behalf of the European 
Shippers Council, which rep- 
resents the interests of users 
of transport and logistics 
services, Knut Hansen, in 
charge of distribution for 
multinational white goods 
manufacturer Electrolux, 
welcomed the Schenker BTL 
initiative. 

He said: “Few operators 
offer good regional coverage, 
let alone European coverage. 
Lax control of subcontrac- 
tors can lead to misunder- 
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standing and disagreement 
over service levels and liabil- 
ity." 

The consensus on why no 
truly pan-European service 
provider yet exists Is that 
few companies can afford 
the- high investment 
required. ■ 

Furthermore, despite 
recent hype about cross-bor- 
der activity, domestic 
operations continue to domi- 
nate the market. Industry 
estimates put them at about 
85 per cent of total European 
activity. • • 

By combining the individ- 
ual -European networks of 
BTL and Schenker, Schenker 
BTL: will directly cover Aus- 
tria^ the Benelux, Germany, 
Italy; Scandinavia and east- 
ern : Europe: Coverage of 
France, Spain and the UK is 
expected to be strengthened 
through Further acquisitions. 

Gard Slotta, bead of mar- 
keting at Schenker. said the 
new- network is based on 
strong, directly-owned coun- 
try operations that are 
linked by standardised oper- 
ating and IT systems. 

To effect formation of the 
network. Schenker’ s parent 
conftany, German industrial 
Stinnes. exchanged its 
cent ownership of 
Sea ferry operator 
SchifEarht for Finn- 
shfpping group Finn- 
S’s 35 per cent holding in 
BTL. For -both organisations 
it represented disposal of 
non-core businesses. 

Stinnes’s holding in BTL, 
the largest single holding, 
gives it 49 per emit at the 
voting rights. Remaining 
shareholdings, the largest 
being 15 per cent, belong 
mainly to truck operators 
that provide the company’s 
transport and their pension 
fund. 

The merger has created an 
organisation with a turnover 
of £Zbn a year. It comprises 
18^00 employees at 640 loca- 
tions. Physical mergin' of the 
constituent companies' cotm- 
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try operations has just been 
completed. 

trie constituent companies 
each provide added-value 
contract logistics services in 
their own right. Sectors cov- 
ered include retail, automo- 
tive, information technology, 
telecommunications, forest 
products, fashion and indus- 
trial manufacturing. The 
new network is expected to 
strengthen .the logistics ser- 
vices offering. 

Swiss operator Kuehne & 
Nagel considers ownership 
to be a vital part of any 
jointly run European net- 
work. It is negotiating share- 
holding arrangements with 
individual; companies - 
fewer than five, according to 
Peter Kruse, who is in 
charge of* planning and 
development - across 
Europe. Dr Kruse expects to 
start announcing agree- 
ments next year. 

Hie company has a direct 
presence ip 16 west Euro- 
pean countries and nine in 
eastern Eugope. It aims to be 
in every European country. 

It is ratiyatising its Euro- 


pean warehouse infrastruc- 
ture to meet manufacturers' 
requirements for supply 
chain systems where prod- 
ucts are assembled en route 
to the customer. The facili- 
ties will allow the bolding of 
minimal buffer stocks. It' is 
also investing heavily in a 
supply chain management 
system. . 

It views its recent acquisi- 
tion of an 80 per cent hold- 
ing in DHL's Elan express 
groupage service in Ger- 
many as thebasis of a . Euro- 
pean express delivery net- 
work for high value goods 
flown in to order from over- 


UK-based Ocean Group 
has been acquiring compa- 
nies and setting up busi- 
nesses to increase its pres- 
ence in mainland Europe 
and provide a Europe-wide 
network for its newly-formed 
MS AS Global Logistics sub- 
sidiary. 

This year the group 
extended the European 
freight forwarding activities 
of its MS AS subsidiary' by 
opening offices in Sweden 


NORTH AMERICA by Edward Alden 



prompts 
calls for third party 


The continent’s supply-chain industry is 
becoming as sophisticated as the process 


In the past several years, the 
steady advances in produc- 
tivity and cost-cutting made 
on the manufacturing side of 
US industry have started to 
be ^matched by similar 
advances- in supply-damn 
management - the business 
of moving products from 
suppliers "to manufacturers 
to retailers as efficiently and 
inexpensively as possible. 

Companies in industries as 
diverse as automotive com- 
ponents, electronics and 
retailing are facing two 
choices. First, do they retain 
supply-chain management 
functions in-houseas part erf 
their core competence or 
look for a third party which 
can do it better? Secondly, 
how far do they go in shar- 
ing information with their 
suppliers in order to improve 
the Row of goods and reduce 
inventories? 

“Historically supply chain 
was just seen as a cost of 
doing business, it was never 
really viewed as a competi- 
tive advantage,” says lan 
Sewell, associate partner, 
supply chain practice with 
Andersen Consulting in 
Toronto. “Every company is 
now asking itself ‘Can I 
make this into a core compe- 
tence and if I can’t, perhaps I 
should outsource.” 

The payoffs from getting 
the answer right can .be 
impressive. John Thomas 
Mentzer, professor of logis- 
tics at the University of Ten- 
nessee, says that companies 
have found they can reduce 
inventory levels by as much 
as 40 per cent by implement- 
ing sophisticated supply 
chain management systems.' 
In one case, he says, a large 
Chicago company maki ng 
replacement auto parts 
found that a $im initial 
inve&ment resulted in a $6m 
saving on reduced inventory 
in the first mouth alone. 

The numbers indicate 
more and more US compa- 
nies are convinced of the 
need to invest in better logis- 
tics. From 1995 to 1998, the 
market for supply chain 
management technologies 
grew by almost 60 per cent 
compounded annual ly, from 
S744m to an expected *25bn, 
according to AMR Research 
of Boston. By 2002, AMR is 
forecasting the market will 
be worth S 13.6b n. 

Almost three-quarters of 
those sales are in North 


America. ;Logistics chal- 
lenges in . the region are 
somewhat different than in 
Europe, where companies 
are reorganising their supply 
chains to benefit from the 
single market, or Asia where 
national boundaries more 
strongly influence business 
and plant location decisions. 

North America, since the 
conclusion, of -the North 
American Free Trade Agree- 
ment in 1993, has been the 
largest land mass in the 
world without restrictions 
on the free flow of goods. 

That has fostered an envi- 
ronment in which companies 
move to optimal locations, 
encouraging the develop- 
ment of sophisticated logis- 
tics applications, says Mary- 
Lou Fox, senior vice-presi- 
dent of product and industry 
marketing for Manugistics, 
the supply-chain manage- 
ment software producer. 

The new software applica- 
tions for sychronising sup- 
ply-chain operations have 
been made possible by 
advances in computer hard- 
ware and the internet Their 
aim is to allow changes in 
demand to be communicated 
quickly throughout a compa- 
ny’s supply chain In order to 
maximise- sales and minim- 
ise inventory. . 

But experts say that better 
planning topis are only of 
limited use, without close 
collaboration between sup- 
pliers and manufacturers. 
“Companies, are, realising 
they have tp have arm-in- 
arm relationships rather 
than arms-lengtb relation- 
ships.” says Mr Mentzer. 

One industry initiative, 
known as collaborative plan- 
ning, forecasting and replen- 
ishment (CPFR), has 
attempted to create guide- 
lines to h$lp companies 
share information in order to 
realise supply-chain efficien- 
cies.. The premise, is that by 
sharing information and 
planning between retailers 
and suppliers, greater supply 
chain efficiencies will be 
achieved through -increased 
in-stock satye and reduced 
inventory. 3 . ,- 

A- pilot Initiative to see If 
retailers and manufactisers 
could co-operate on demand 
forecasts involved Wal-Mart. 
Warner-Lambert, Bench- 
marking partners, SAP 
America and Manugistics. 
Other companies, participat- 


ing in the CPFR initiative 
include Eastman Kodak. 
Hewlett Packard. Nabisco 
and Proctor & Gamble. 

Ms Fox says the growth of 
the internet has made it pos- 
sible for suppliers, manufac- 
turers and retailers to link 
their planning systems “in 
real-time communications at 
a cost threshold that's -rea- 
sonable," a huge advance 
over the days of placing 
orders by phone and fax. 

Much of the Innovation is 
coming from third-party 
logistics companies which 
are increasingly handling 
some or all supply-chain 
management for US firms. 

An October survey for the 
US Council of Logistics Man- 
agement found that about 70 
per cent of US Fortune 500 
companies outsource some 
or an of their logistics activi- 
ties and that the percentage 
of budgets devoted to third- 
party logistics is rising. 

And companies are 
increasingly looking for a 
single logistics provider to 
serve all their needs, from 
transportation to warehouse 
management and logistics 
informations systems. That 
demand is expected to drive 
consolidation in the still 
fragmented third-party logis- 
ticis industry. 

The past year has seen 
large mergers and acquisi- 
tions, including the $2.7bn 
purchase by Federal Express 
of Caliber Systems, complete 
with two trucking compa- 
nies, the country's fourth 
largest package delivery car- 
rier and a logistics arm. 

Experts are predicting fur- 
ther consolidation, with a 
handful of companies includ- 
ing Fed Ex/Caliber. Schnei- 
der Logistics, Penske Logis- 
tics, Menlo and Ryder 
Logistics emerging as the 
dominant forces. 

Trucking companies, such 
as TNT, JB Hunt and US 
Fteightways. are also mov- 


ond acquiring operations in 
the Netherlands and France. 
To complement its McGregor 
Cory logistics subsidiary it 
acquired a controlling inter- 
est in I hitch logistics con- 
tractor Intexrt. 

The group has spent Sl50m 
on acquisitions In 1* 
months. It has operations In 
the Benelux. France. Ger- 
many. Iberia. Ireland. Scan- 
dinavia and the UK. It cre- 
ated MSAS Global Logistics 
to bring together its forward- 
ing and logistics know-how. 

The atm, according t» 
chief executive John Allan, 
is to provide an end-to-end 
service, not only for compa- 
nies based in Europe, but 
also for those requiring 
global links. 

The group is providing pri- 
mary and secondary distri- 
bution for the chain of stores 
recently opened in Thailand 
by UK retailer Boots. Its for- 
warding specialists move 
products from the UK. Its 
logistics specialists manage 
store replenishment from a 
central distribution centre in 
Thailand. 

At Us specialist, multi-user 
pharmaceuticals distribution 
centre near Banbury it helps 
clients manage clinical trials 
of drugs. Despatch of the 
drugs is carefully controlled 
and monitored to ensure 
integrity of the tests and 
avoidance of dangerous mix- 
ups. it has developed special 
software to manage the pro- 
cess. 

Ocean owns substantial 
transport and warehousing 
assets, but Allan says it is 
not essential to have total 
ownership of a network. 

Customers are as much 
concerned with an operator’s 
ability to provide mid man- 
age solutions as they are 
about its ownership of 
bricks, mortar and trucks, 
he said. 

They are especially inter- 
ested in the service provid- 
er’s integration skills and IT 
capability. 

Michael Terry is editor of the 
newsletter European Logistics 
Management. 
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ing into third-party logistics, 
handling warehousing as 
well as transportation. 

Outsourcing is hardly a 
new idea. But Steve Kauff- 
man. chief executive of 
Arrow Electronics, a $7.8bn 
company which distributes 
electronics components, says 
companies are looking for 
more help as logistics 
becomes more complex. 

Mr Kauffman, whose com- 
pany works under franchise 
agreements with companies 
such as Intel, Motorola and 
Texas Instruments to supply 
electronic components to 
manufacturers, says same 
companies are even looking 
to Arrow to take over their 
entire material supply func- 
tion. including purchasing, 

“Today what we’re doing 
is managing a flow.” he says. 
“We don't wait for an order. 
We’re looking into custom- 
ers’ systems to determine 
what they need six, eight, 10 
weeks down the road.” 

That increasing complex- 
ity is leading to what many 
analysts believe will be the 
next development in the 
North American logistics 
market - the emergence of 
so-called fourth party logis- 
tics suppliers, such ns 
Andersen Consulting, which 
are engaged in logistics plan- 
ning rather than execution. 

AMR Research says the 
market is consolidating into 
two areas. Supply chain exe- 
cution - including ware- 
housing. transportation and 
order management - and 
supply chain planning - 
including demand, supply 
and transportation planning 
and. perhaps, manufacturing 
planning and production 
scheduling. 
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first choice for service logistics 


For informal ion ahmu Multipart's range of services contact 
U4: (+44) (0) 1257 22S71U fax: <+441 *0) 1257 261194 
e-mail; info^’jnuJhpartcura 
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devpinn ^ rocery retai 'Iers wishing to offer large-scale home.^shopping may have to 
p new su Pp!y chain structures revolving around centralised distribution centres 


Wha t Will be the impact of 

i» Pred . lcted si e™ficaut 
increase in home shopping 
for fast moving consumer 
goods (FMCG) on supply 

2“““ and the logistics 
i ni restructure required to 
support them? 

To date, the debate has 
focused largely on the home 
delivery aspects but has 
ignored the potential impact 
of large-scale home shopping 
further up the supply chain. 
However, if significant 
demand for remote shopping 
of FMCG materialises (and J. 
Sainsbury acknowledges 
that up to 20 per cent of its 
customers would shop 
remotely given the choice), 
then new supply hhiriti struc- 
tures win be required to sat- 
isfy this demand In a cost-ef- 
fective manner. 

There are a number of fac- 
tors which determine what 
is the most appropri- 
ate - that is efficient and 
cost-effective - supply chain 
structure to service home 
shopping of FMCG. The most 
important factors being; pop- 
ulation density, geographic 
scope of coverage and the 
nature, diversity and size of 
the product range, with the 
last of these ultimately 
determining the supply 
chain and logistics infra- 
structure required. 

For example, by offering a 
limited range of about 5,000 
ambient packaged products. 
NetGrocer, a US-based 
retailer which uses the inter- 
net as its only channel to 
market, is able to service the 
entire US from a single ware- 
house using Federal Express 
to effect delivery. 

The lack of time sensitiv- 


ity as far as the products are 
concerned, and the Wigtown 
of a highly efficient third 
party distribution network, 
are key factors underpinning 
this model ■■ 

On the other hand, Food 
Ferry and Supermarket 
Direct, two London-based 
home shopping operations 
who service customers from 
centralised warehouse facili- 
ties, offer customers limited 
ranges of both amhipnt ^nri 
fresh and perishable prod- 
ucts. This means that they 
are restricted in their ability 
to extend the geographic 
scope of their service from 
their existing warehouse 
facilities and that they must 
operate their own delivery 
service with appropriately 
configured vehicles. 

As far as leading store- 
based grocery retailers, are 
concerned, until recently, 
most of them have utilised 
their existing infrastructure 
-regional distribution cen-' 
tres (RDQ and their stores 
- to service home shopping. 
This has enabled them to 
offer consumers a larger 
product range, including 
fresh and perishable pro- 
duce. from local stores, wit- 
ness Tesco Direct and 
recently Sainsbury’s Order- 
line. . . 

However, offering a large 
and diverse product range 
means that of necessity they 
have had to limit their home 
shopping services to densely 
populated urban areas where 
they have stores. 

In reality, the use by lead- 
ing retailers of their existing 
infrastructure is highly inef- 
ficient for large-scale home 
shopping of FMCG. This is 


because neither RDCs nor 
stores have the appropriate 
operational capabilities to 
pick and pan* thousands of 
individual orders fqr-a large 
and diverse product range. 

Somerfield, the UK's fifth- 
largest. grocery Tetailer.. 
recently concluded that its 
smaller stores cannot cope 
with more than 7W50 home 
shopping orders a week. As 
a result, leading; grocery 
retailers wishing to offer 
large-scale- borne shopping 
are likely to have to develop 
new 'supply chain structures 
revolving around centralised 
distribution centres with 
appropriate . operational 
capabilities. Most solutions 
revolve around: 

• limiting products sold 
remotely to a number of key, 
high-volume, product catego- 
ries and u tilising strategi- 
cally located centralised 
order fulfilment centres; and 

• Utilising centralised dis- 
tribution for bulk commod- 
ity ambient products and 
store-based fulfilment for 
certain products such as 
fresh and fr rq »n produce. 

Despite the cost and opera- 
tional advantages inherent 
in centralised solutions, the 
resistance by leading FMCG 
retailers to these solutions 
has been high, particularly 
because of the potential 
impact on their existing 
store-based networks and 
related infrastructure. 

It is also important to note 
that for certain products, 
such as frozen foods, store- 
based order f ulfilm ent will 
remain the best solution for 
national retailers. ’ 

Nevertheless, a number of 
leading grocery retailers In 


EFFICIENT CONSUMER RESPONSE by Charles Batchelor 


Buzzword - or the 
way of the 



New methods of shopping may have an 
impact on the way that supply processes' 
are applied 


sv.-' 



The process known as 
efficient consumer response 
(ECR) has done much to 
change the way food retail- 
ers manage their supply 
chains in the past decade. 

At the same time ECR has 
earned the reputation as a 
fashionable fad, a buzzword 
invented by consultants 
which has little relevance in 
the real world of business. 

Now, only five years after 
it was implemented on- a 
large scale in the US. and 
following an even shorter 
period of adoption in Europe, 
ECR is already seen by some 
as outdated. The challenges 
posed by changing customer 
habits, the growth of home 
shopping, the ever shorter 
product cycle require differ- 
ent responses, some industry 
participants argue. 

ECR traces its origins to a 
growing awareness in the 
late 1980s and early 1990s 
that the traditionally adver- 
t sarial relationships between 
r manufacturers and retailers 
in the grocery industry were 
not delivering best value to 
customers. Battle was being 
waged between the manufac- 
turers' brands and the own 
label brands promoted by 
the supermarkets. 

“Consumers wanted qual- 
ity, freshness, service and 
choice at a reasonable cost,” 
a recent paper by David 
Sharpe and Richard Hill, 
partners at Andersen Con- 
sulting noted. "Instead, they 
were offered complexity 
through non-essential vari- 
ety. Instead of quality, they 
were encouraged by aggres- 
sive and widespread promot- 
ional activity to switch 
stores searching for the lat- 
est bargains. Consumers got 

higher prices, confusion and 

dissatisfaction." 

The higher prices were tne 

result in part- of ** higher 
costs created by the com.- 
plexity of the processes 
involved. The US Food Mar- 
keting Institute said In a 
1995 report “Today s supply 
chain consists of a series of. 
individual companies* each 
pushing product to^he next 
player in the suppjj . ctata. 
Each transaction adds sub- 
stantial costs: selling 
expense, buying 
purchase ordering, order 
processing, order 
shipping, ^Mng-check- 
ing.. .and more, 
for change 

increasing competition 
the market and a slowi ng of 
volume growth- 
sought by the food 
and since adopted by other 
fast moving consumer goods 
companies, was ECR. 

This Involves manumcmr 
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ers and retailers sharing 
information about buying 
trends and co-operating to 
manage the supply chain. 
Inventory can be reduced 
without any loss of product 
availability, allowing prices 
to be cut or margins to be 
increased. 

ECR embodied many con- 
cepts already in use in 
industries such as cars and 
electronics including just-in- 
time deliveries, total quality 
management and partnering. 
“ECR can be valuable in pro- 
viding an overall framework 
for changing and improving 
the supply chain hut there 
are businesses which have 
achieved best practice with- 
out outright adoption of an 
ECR programme." says Alas- 
tair Cbaratan, a consultant 
with Management Horizons 
Europe- 

Full-scale ECR is not easy 
to achieve because, like 
. other forms of partnering, it 
requires companies to make 
available information previ- 
ously regarded as confiden- 
tial. But it is leading to star- 
tling change. Gary Mdlraith, 
head of KPMG’s European 
supply fhain practice, cites 
the Tesco information 
exchange, a daily record of 
sales by product and by 
store poked on the internet 
so suppliers can see bow rap- 
idly items are selling. 

The benefits of companies 
rethinking their approach to 
issues such as special promo- 
tions can be considerable. 
Procter & Gamble, the con- 
sumer products, group, stud- 
ied the impact that promo-, 
tions were having on its 
prices and the efficiency of 
its distribution system. 

Promotions were seen as a 
way of gaining rapid market 
share but they led to whole- 
salers and retailers ordering 
up to three months’ supply, 
of some products to take 
advantage of the favourable 
terms. P&G estimated that 
as much as one third of its 
total inventory was bring 
held in the pipeline between 
its factories and the cus- 
tomer. The proliferation of 
variations in - product, prl©; 
tag, labelling and packaging 
brought about by the promo- 
tions meant the distribution 
system had to cope with a 

huge number of different 
categories, or stock -keeping 
units, complicating the 
ordeK ahipping apd billing 

SS p£^responded by setting 
up a system of using retail- 
era' data to assess shipping 
needs and supplying them 

on a jiatrintot- Basis. ' 

number of Product varia- 
tions on offer was reduced 


and promotions were cut 
back -in favour of- regular 
lower prices. This led to tm 
initial dip in r .revehnes but 
supply chain savings led to 
increased profitability. 

P&G was ride %> reduce 
product costs ^by store than 
$2 a case between 1990 and 
1997, a total of $&5bn. The 
company’s total market 
share rose from 245 per cent 
in 1992. when the supply 
chain re-engineering began 
. to nearly 28 per cent in 1997. 

Despite ECR’s- relative 
infancy as a supply chain 
management tool, some 
believe it already’ requires 
rejuvenation. Jeff Beech, a 
partner at AndeTSen Con- 
sulting thinks many compa- 
nies have adopted an unduly 
restrictive view of the pro- 
cess. 'They have focused on 
physical distribution 
'because that is ta n gible. 
People have been disap- 
pointed with the results 
because they have regarded 
ECR as efficient cost reduc- 
tion. They miss the holistic 
. view." 

Concentrating on the 
savings which can be mad ** 
from distribution means 
ECR techniques will address 
only 3-5 per cent of the costs 
in the total supply chain, 
warns Mr Beech. He urges a 
more broadly based 
approach which digs much 
more deeply into the sourc- 
ing of materials and the 
manufacturing process to 
achieve savings. 

Other critics of ECR say 
that , it may be useful as a 
tool for making e x ist i n g 
systems more efficient but it 
does' not allow -a radical 
response to the - changing 
challenges of -business. 
“C ompanie s are having to 
rethink. ECR as agility 
becomes more important 
than efficiency," 1 says Mr 
Mcfiraith. " 

Even apparently basic 
products such as soft drinks, 
come in many ( different 
pnnlcag Hs and labels and, for 
all P&G’s move away from 
reliance . on promotions, . are 
often dependent on 
short-lived promotions tied 
into events simh as the foot- 
ball World Cup. innovative 
-products require a more 
responsive supply chain 
which , may depend more on 

- outsourcing and- en ‘simpler 
processes,' he- says! • 

For all Its limitations ECR 
is attracting a growing num- 
ber of converts. Commercial 
pressures are forcing busi- 
nesses to overcome their tra- 
ditionstf. reluctance to shar- 

- ing information. However. It 
appears certain, ''that the 
rapid changes oefasring in 
the way dfetotoers shop, 
lndudingth^njCT^ng pop- 
ularity of home deSyary. win 
have their ixnpaft-'otr the 
way ECR is applied. 


the UK and Europe have 
begun to adopt such solu- 
tions. Asda, the UK's third- 
largest grocery retailer in 
tezms of sales, will shortly 
launch a home shopping ser- 
vice In south London using a 
centralised distribution cen- 
tre to fulfil orders. The ser- 
vice will offer about 5.000 
ifnpg from a catalogue and 
will target about 450.000 
households in a six-mile 
radius. There will be no 
Asda stores In the target 
area, thus avoiding cannfbal- 
isation of sales. 

In Europe, Delhaize's 
Caddy Home service offers 
approximately 3£00 products 
«r>d uses centralised distri- 
bution centres to service 
customers In Brussels and 
Antwerp. Somerfield 
recently announced plans to 
use a combination of dedi- 
cated warehouses and stores 
for fulfilling home shopping 
orders while this method .is 
already used by Albert 
Heijn, the Netherlands’ lead- 

VtoW8«o e-commerce ' - 
fwteat 


ing grocery retailer. 

Looking further ahead, 
another factor which may 
have a significant impact on 

the supply rhains of l oading 

store-based FMCG retailers, 
is the -potential increase in 
demand volatility as a result 
of the widespread adoption' 
of tactical shopping, espe- 
cially via interactive chan- 
nels. by consumers. For 
example. If consumers use 
the Internet or interactive 
television to compare prices 
and service levels between 
retailers, and as a result reg- 
ularly change the retailers 
they buy products from, 
there will be a significant 
increase in demand volatility 
at individual retailer level 
This would create problems 
with regard to Inventory lev- 
els along the supply chain, 
from individual store level to 
RDC level and beyond. 

This in turn would lead to 
pressure for shared-user con- 
solidation centres further up 
the supply chain which may 
result In a change in the 
nature of the relationship 
between retailers, manufac- 
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turers and third party logis- 
tics providers. 

At the other end of the' 
supply chain, the seed to 
provide cost-effective, reli- 
able home delivery and/or 
collection facilities, is the 
other big challenge racing 
leading FMCG retailers. 

Most FMCG retailers util- 
ise dedicated home delivery 
networks, usually because 
the volume and nature of 
products to be delivered jus- 
tify such networks but also 
because they wish to retain 
control of the home delivery 
process. By adopting a cen- 
tralised approach for a lim- 
ited range of ambient pack- 
aged products, like 
NetGrocer. FMCG retailers 
would theoretically be able 
to offer a nationwide deliv- 
ery service via existing third 
party distribution networks. 

A significant advantage 
would be the fact that deliv- 
ery would represent a vari- 
able, as opposed to fixed, 
cost However, the desire to 
retain control over the final 
link to the customer and 
doubts about the ability of 
existing third party delivery 
networks to cope with home 
delivery of FMCG on a large 
scale mean such an 
approach is unlikely to be 
adopted by laadfag retailers. 

As far as the environmen- 
tal impact of an increase in 
the home delivery of FMCG 
is concerned, studies by the 
RAC and Dr Sally Cairns at 
University College London 
indicate that there are likely 
to be reductions in the num- 
ber of journeys as Individual 
shopping trips by car are 
replaced by a smsllpr num- 
ber of van trips. At the same 
Bmp , if centralised distribu- 
tion centres are utilised, the 
number of lorries delivering 



Increases tn home shopping could reform the supply chain 


to local stores will fall. 

Large-scale home shopping 
for FMCG will drive the 
requirement for new supply 
chain structures involving 
the repositioning of inven- 
tory within the supply chain, 
and the need for new opera- 
tional capabilities at stores 
and distribution centres. 


Leading store-based retailers 
face the biggest challenges 
given existing infrastructure 
and their -desire to protect 
their investment in it 
Rod Younger is the author of 
the FT Management Report, 
M Supply Cahian Challenges 
of Electronic Shopping. £195. 
Tel +44 171 896 2325. 





Reliable, untiring performance and 
superior manoeuvrability ensure that 
onr container handling equipment 
deliver the goods in any port, railhead 
or terminal, no matter bow congested. 
Our range of straddle carriers, 
reach stackers and terminal tractors 
bearing the Kalmar, Sisu. Ottawa and 
Magnum brand names are preferred 
by professionals the world over. 


Partek, an engineering company 
with an impressive industrial 
track record spanning one 
hundred years, is a world leader 
in load handling equipment. 

At Partek, we see customer- 
driven solutions as a key to 
shareholder value. 

We handle It. 


PARTEK 


TBl *358(0)204 55 It 
FBX *358 (0) 204 55 4222 
internet: www.wnek.n 
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AUTOMOTIVE INDUSTRY by Phillip Hastings 


In pole 


position m 
the race to 
innovate 


The order-tocfelivery cycle time is 
increasingly seen as the critical logistics 
indicator tor the industry 


Intense market competition, 
tightly managed production 
and Increasing globalisation 
have combined to put the 
automotive manufacturing 
industry at the forefront of 
logistics sector innovation. 

Established trends in that 
context include reducing 
inventory, cutting supply 
lead times, consolidating 
overall logistics activities, 
ratio nalising the number of 
service providers employed 
and developing much closer 
business partnerships with 
those which are retained. 

More recently, automotive 
sector logistics operations 
have also had to contend 
with a growing move among 
leading manufacturers 
towards build-to-order (BTO) 
rather than forecast-driven 
production. 

Much of the Initial Impe- 
tus for that development 
came from Japanese car 
manufacturers with their 
well-documented just-in-time 
and lean production con- 
cepts hut BTO has now 
become a significant issue 
for the global automotive 
Industry as a whole. 

Same of the global impli- 
cations of that trend are 
highlighted in a report. 
Worldwide Logistics - The 
Future of Supply Chain ser- 
vices, just published by the 
Holland International Distri- 
bution Council. 

"Today, the key logistics 
indicator in the US, Euro- 
pean and Japanese car man- 
ufacturing industry Is the 
total cycle time. It used to be 
mare than two months but 
industry goals are now set at 
around two weeks," says the 
report. 

"The improvement pro- 
grammes include the well co- 
ordinated line-feed of parts 
and components into the 
assembly lines, on a Just-in- 
time, just-in-sequence basis." 

The HIDC report adds that 
such operations require 
“particularly flexible and 
agile supply chains", forcing 
logistics service suppliers to 
“pro-actively develop cus- 
tomised solutions rather 
than employ established, off- 
the-shelf systems". 

An example of that sort of 
development in the UK 
involves a new Rover Group 
Integrated Logistics Centre 
(ILC) at Oxford, southern 
England, opened earlier this 
year. 


Developed jointly with 
supply chain management 
specialist Exel Logistics, 
part of the NFC group, the 
£Z0m facility is designed to 
function as a “supplier vil- 
lage”. In that context, Exel 
now receives, configures and 
despatches correctly 
sequenced inbound compo- 
nents to each of 140 build 
stations within Rover 
Oxford's recently-con- 
structed assembly building: 

Initially, the operation is 
servicing the production of 
the new Rover 75 car. 

“The greater volume and 
complexity of build varia- 
tions of the new Rover 
model meant that bringing 
components into a number 
of receiving points and then 
in- handling them in the con- 
ventional way was no longer 
good enough," says Leigh 
Pomlett, managing director 
of Exel Logistics Automo- 
tive. 

Prior to development of 
the ILC. Rover's Oxford 
plant was served by five sep- 
arate logistics buildings. 
However, in line with gen- 
eral automotive industry 
trends. Rover wanted to 
develop far shorter lead 
times between the placing of 
an order for a new car and 
its delivery to a dealer. That 
led to the manufacturer and 
Exel devising a system to 
assemble everything 
together under one roof. 



Customised notation* Rover's (ntepatod Logistics Centre at Oxford 


BS Johnston 


company Walon, part of the 
AutoLogic group, for the 
management of Its new pur- 
pose-built storage centre 
near Luton. Bedfordshire. 
The site, which includes a 
10.000 square toot pre-deliv- 
ery inspection workshop, is 
equipped with barcoding to 
track vehicles through the 
delivery process. 


Total cycle time used to be more than 
two months but industry goals are 
now set at around two weeks 


“Within the assembly 
area, the lineside inventory 
of components has been min- 
imised and Exel is. able to 
supply configured compo- 
nents in the right sequence, 
at the right time and present 
them for despatch to the 
assembly personnel tn the 
easiest way for fitting says 
Barrie Hunt, logistics direc- 
tor for Rover Oxford. 

In keeping with trends on 
the inbound logistics side, 
automotive manufacturers 
are also outsourcing more of 
their outbound vehicle deliv- 
ery activities. 

This year, for example, 
Vauxhall awarded a three- 
year contract to UK delivery 


Another clearly-estab- 
lished trend in automotive 
logistics is a move by man- 
ufacturers to reduce the 
number of service suppliers 
they employ. 

When it comes to inbound 
flows of parts and compo- 
nents for production lines, 
most leading companies In 
that sector are now looking 
to work with a handful of 
international companies - 
lead logistics suppliers 
(LLPs), as they call them. 

The latter may, in turn, 
contract out part of that 
work to second and third 
tier service operators. Simi- 
lar treads are also becoming 
apparent when it comes to 


the shipment and delivery of 

fintehor! vehicles. 

As a result, the European 
automotive logistics sector, 
in particular, is experiencing 
considerable consolidation 
as leading service operators 
seek to develop pan-Euro- 
pean coverage through com- 
pany mergers and acquisi- 
tions. 

UK-based logistics service 
company AutoLogic Hold- 
ings, for instance, recently 
acquired French operator 
Remorquage Automobile 
Depenage (RAD). 

The latter, which is based 
south-east of Paris, speci- 
alises in the transportation/ 
delivery of fleet vehicles. 

The acquisition of RAD 
came just weeks after Aufo- 
Logic bought the Mansped 
European automotive indus- 
try logistics service division 
of UK-based transport and 
distribution company United 
Carriers. More established 
operations in the AutoLogic 


i include Walon UK and 
falonBNL. 

On the logistics technol- 
ogy side, the automotive 
Industry has also just seen 
the launch of an interesting 
innovation which could open 
up new opportunities for 
shipping vehicles via stan- 
dard Intermodal road/rail/ 
shipping container services. 
.The Cor-Kac, as It is 
called, is basically a collaps- 
ible, 40-toot container with 
two decks and space for six 
vehicles. Because it Is effec- 
tively a standard container 
unit, says UK-based devel- 
oper Car-Rad International, 
the equipment will allow 
cars to be carried 
door-to-door - from factory 
to showroom - by estab- 
lished general land and sea 
intermodal transport net- 
works. "We consider auto- 
mobiles to be the last great 
cargo to be containerised," 
says John Evans, Car-Rac 
director. 




PROFILE 

PQN LOGISTICS 


Combining forces brings 
in harvests for partners 


Benefits are said to Include accuracy, 
transj^mricy "and. fast response 

combine harvesters, hay and 
harvesting equipment, 
baiters and backhoa loaders. 


MuWrtffi nal Agricultural 
eqngxws r manufacturer 
New HOI Apart Of the ■ 
l tafcfiHtt led Hat group, can 
daktf to save developed a 
gcraftw Sb ert riarehtp" 
a pp ro ac h to logistics. 


The. company works with 
two tsscSng European 
serviceoperBtors Iri si joint 
venture organisation 
specifically created to 
manage its logistics 
requirements. Now, the 
three-year-old organisation 
fs considering way* of taking 
on other third party 
business. 

New Holland's present 
European logistics system 
started to taka shape three 
years ago when the 
company decided to 
outsource those activities. 
That led to the 
estafagshmenl of joint 
venture operattort'PCN 
Logistics which takes 
name from the Initials 
of the three organisations 
involved - UK-baaed 
transport group P&O 
Distribution, Italian rdi-on/ ' 
raft-off shipping and 
transport company Gragfia 
Autobaaporti and New 
HoSandttsetf. 

Headquartered to Ipswich, 
England, and owned 50/50 
by the two distribution 
groups, PGN currentiy works 
solely for New Hoflfcnd under 
a 10-year contract worth 
around £27m a year. 

The manufacturer has 
an option open to the 
end of this year to buy a 
stake ki PGN but has ho 
plans to do so. Once that 
option expires, PQN will be 
free to todteat taking on 
other cus to hwrs. , . . 

"We now have a package 
of experience which we 
could attoufce to service 
someone etee," confirmed 
Udo Scheffler, PGN general 
manager. 

“At the moment, we are 
stin discussing how we 
might approach that 
development Par instance, 
we could look at 
setting up a separata 
company to handle other 
third party business but 
nothing has been decided 
yet’ 

Currently, PGN manages 
the worJdwkfs distrfouttan of 
agricultural tractors, 


manufactured at New 
Holland's plants In the UK 
(Basndon), Belgium 
(Zedefgem) end Italy (JesJ 
and l mo la). The 
manufacturer also has 
faciHtles In Hungary, France. 
United States, Canada and 
Brazil. 

Prior to the creation of 
PGN, distribution of New 
Holland’s finished products 
and components from its 
European plants was eU 
arranged at nati onal level. 
There was no centralised 

management of those 
activities. 

Now, the latter role Is 
fulfilled by PGN, with 
transport contractors 
employed to pftysteafly move 
shipments within Europe and 
worldwide. 

"The Idea behind PGN is 
to manage ail New Holland's 
distribution activities through 
a single specialised 
company in order to allow 
the manufacturer to focus on 
its 'core' business. Also, to 
offer New Holland's 
distributors, affiliates and 
dealers a comprehensive 
and integrated service," 
commented Scheffler. 

‘ Logistics innovations by 
PGN and New Holland have 
Included development of 
an intermodal rail system 
linking the latter's 
tractor nmnufacturtag plant 
at Jesl In central eastern 
Italy with a European 
distribution centre at Parma 
fn the north of the country; a 
Knock Down Centre (KDC) 
at Casfratoo tor rest of the 
world exports; a toll hub st 
Modena in northern central 
Italy, and a component 
manufacturing plant, also In 
Modena. 

Tractors are transported 
from Jest by rail to Modena. 
There, the trains divide, 
with rate part going to 
Parma and the other to 
CasJnalbo. 

On the return leg, the 
trakts transport components 
from the Modem plant back 
to JbsL The components are 
Secured on racks ready for 
the production line. 

Advantages of that 
system, claims PGN, Include 
being able to convert 60-80 


ha truck toads a day 
a ran transport, cantroWffc 
traffic flows at 

involved, scheduled . 
departures to fMrt . ■ 1 .. 
production requirement! jkH 
cost advaniogaereynaw - 
effects. ■.■ '■'•jVi 

To handle the rfiatribtftien 
of tractors produced « New 
Holland’s BosUdon plant, 

PGN ham an on-stt* but 
segregated terminal or “pad" 
to use the company's own 
terminotagy. Erqsort 
shipments from Continental 
Europe are handled through 
a pad in Zeebrugge, 

Belgium. '••••■ 

A key facet erf the PGN/ 
New Holland logteloe 
operations b Information 
technology. 

The system developed by 
me two organisations tends 
and receives file trwrsftw 
between them every hour. 

That enables PGN to 
arrange collection of units 
from the end of the 
production line, temporary 
storage of the equipment 
and final loading and 
shipping operations. 

Features of the fully 
dedicated system, dakns 
PQN, Include direct Interface 
with New Hofland, automatic 
provision of documentation 
and status at every 
stage, the abUKy to handle 
both imports and exports, 
and e-mail capabilities. 

Benefits are said to 
include accuracy, 
transparency, fast response 
to the requirements of 
New Holland and Its deaMrs. 
the ebHity to combina 
shipments of tractors, 
balers and accessories, 
the ability to network 

with the forwarding 

offices of PON’s parent 
companies (P&O and 
Gragfia) to obtain lower 
round trip costs, and 
the provision of shipping 
information and status 
access to New Holland 

"We have developed a 
system which can make a 
full stock management and 
Inventory check tor the 
whole of New Holland In one 
day. That enables New 
Holland to be able to tail 
customers how quickly it 
can ship a specific number 
of tractors, tar Instance, to a 
particular customer,” added 
Scheffler. 


Phillip Hastings 


TAIWAN by Alan Xia 




Logistics are key to optimising 


Companies are investing heavily In telecommunications and 
e-commerce to Increase their response and deliver capabilities 


Shaping the pan-European 
supply chains of the future 
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Taiwan's Evergreen Marine 
Transport, the world's larg- 
est container carrier, and 
Yang Ming Marine Trans- 
port, another global carrier, 
are expanding Both Informa- 
tion technology and physical 
logistics capabilities to 
Improve services. 

Evergreen has invested 
about $6m In the past four 
years on overhauling Its 
mainframe corporate net- 
work In favour of a dedi- 
cated system to connect Its 
agents and offices world- 
wide. The move is pari of a 
larger plan to move staff 
from data input to monitor- 
ing performance, saytt Daniel 
Wu. a junior vice-president 
of Evergreen's project divi- 
sion. 

"It will allow us to cut 
overhead costs and slash our 
response time to customers’ 
needs, * he says. 

Within six months, Ever- 
green win roll out an e-com- 
merce service which Will 
allow customers to download 
their bills of lading, or con- 
tracts between the shipper 
and consignees currently 
delivered by express carri- 
ers, from the Internet 

American President Lines 
is the only carrier in the 
world offering such a service 
at the present time. Yang 
Ming aim plans to launch 
such a service next year. 
Other services such as cargo 
tracking, reserving container 
space, freight quotations, are 
already available on both 
carriers' Internet Web sites. 

“Globalisation means we 
have to provide whatever 
means of transportation nec- 
essary to meet our events’ 
requirements,*’ says James 
Yang, a manager at Yang 
Ming's planning department. 

He estimates that ship- 
ping-related costs amount to 
only 30-35 per cent of the 
company's operating costs. 
The rest fell under in-land 
operations. 


£n addition to expanding 
their warehousing capacities 
and moving into port service 
Operations, such as stevedor- 
ing, baSh carriers have also 
rigorously tapped the aur- 
tajge mgL air transportation 
markets, Yang Ming just 
established a trucking com- 
pany named <fing Ming 
Transport Id. Taiwan at the 
beginning of November. 
Evergreen has its own truck- 
ing companies , in Taiwan, 
J^ten, Crntna and Indonesia, 
and may establish mare next 
yAr .defending on business 
mads, lays Mr Wu. “If vol- 
ume is high enough, we can. 
set up & trucking firm In a 
few months' time,” he says. 

Yang Ming has teamed up 
wfh sdVeral other shipping 
operators to establish a 
$3SL4m fell link to Taiwan by 
the end of next year. The 
operators are betting that 
Taiwan's poor infrastructure 
will make such a venture 
profitable. 

TWe are using Taiwan as a 
launching pad to develop full 
intermodal services glob- 
ally," says Mr Yang. Yang 
Ming baa also indicated an 
Interest In commercial avia- 
tion but plans have yet to be 
announced. 

Mr Wu says his company 
does dot plan to enter the 
railway business because it 
is- too capital-intensive and 

profit margins are question- 
able. Evergreen bypassed an 
interest in railways in 
favour of commercial avia- 
tion at the beginning of the 
decade when it launched 
EVA Airways , which has 
already achieved both profits, 
and strung branding, 

Meanwhile other key 
Industries In Taiwan are 
making strides to improve 
delivery times, 

Acer, one of the world's 
top to computer makers, has 
invested $2Sm over the next 
three years to back-end and 
front-end Information tech- 


nology systems in order to 
reduce its time to market by 
halF. Acer believes that 
inventory can be reduced 
from 45 days to 23 days, with 
lead time to he slashed to 
five to seven days from two 
to three weeks. 

"We want to increase oper- 
ational efficiency by minim- 
ising idle assets, like the 
over-capacity In our semi- 
conductor lab, and getting 
better returns on our 
assets.” says Stan Shih, 
chairman of the Acer Group. 
“The more efficient we are, 
the more flexible well be In 
meeting changing market 
requirements by reducing 
our time-to-market for new 
products and lowering 


Leveraging information 
technology and more tradi- 
tional nwann to Increase the 
speed and efficiency of sup- 
ply ehaiq management is the 


name of the game, say indus- 
try operators. “Supply chain 
management will be the 
dominant force in business 
in the coining decade," says 
David Smith. Asia Pacific 
strategy and alliances man- 
ager with Federal Express. 

Not only companies with a 
direct stake to logistics ser- 
vices, such as express deliv- 
ery carriers and shipping 
operators, but information 
technology manufacturers 
have stepped into Che act of 
refining their logistics 
systems. All these compa- 
nies have invested substan- 
tially in telecommunications 
and e-commerce technolo- 
gies to launch products and 
services as well as expand 
corporate - networks to 
include customers and trad- 
ing partners. . 

Of the big express trans- 
portation carriers operating 
to Taiwan, including FedEx. 
DHL, TNT Express -World- 
wide and United Parcel Ser- 
vice, only UPS has taken 


advantage of the liberalisa- 
tion of the island's telecom- 
munications sector by set- 
ting up wireless links 
between Its delivery vans 
and dispatchers to better co- 
ordinate pick-up information 
and customer requests. 

.Its competitors will soon 
do the same. It bas launched 
an on-line shipping software 
which allow business to be 
conducted via the Internet. 

UPS has also launched a 
service In some countries 
which allow documents to be 
sent over the Internet UPS 
estimates that such e-docu- 
ments, which use high 
encryption technology, will 
account for one-third of all 
documents handled by the 
company by 2000. 

“The commercial potential 
of the Internet is immense. 
That's why UPS invests 
almost Slbn annually in 
information technology 
upgrades." says H.M.lAu. 
the company's Taiwan gen- 
eral manager. 
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Wag merger success rests on chiefs 

tte planned merger of Vbg, the 
Gemwn conglomerate, with Afusuisse Lonza, a 

m0 ? profitabte Swiss conglomerate, 
Si?** 10 heavq1y 00 retetively untested 
r Vag’s Wflhefm SJnrson and 
Atusujsse s Sergio Marchiorm Page 26 

Eagle Star looks to lift efficiency 

General insurance may 
be suffering in the UK, 
but Eagle Star, now 
part of Zurich Financial 
Services and tong 
viewed as one of the 
weak est insurance per- 
formers - is making 
confident noises. 

Sandy Leilch (Jeft). 
chief executive of the 
UK, Ireland and South 
Africa region of ZFS, 
says boosting Eagle Star’s efficiency couki lead 
to a "transformation success story". Page 28 

Livent secures short-term financing 

Uvent, .the North American theatre company 
under bankruptcy protection, has obtained 
C$35m ($22.5m) in short-term financing from 
US investment managers Angelo, Gordon & Co. 
The company also announced that four of its 
directors were stepping aside. Page 23 

Taxing time for Japanese tobacco 

Japanese smokers wilt toftay start paying new 
tax on cigarettes. But although the country’s 
tobacco industry will not have to pay a single 
yen as a result of the tax, tobacco is an 
increasingly risky business in Japan. Page 22 

CJonai coffee may boost Uganda 

Clonal coffee varieties - grown from cuttings 
rather than seed - are tripling yields for farmers 
in Uganda. Few have so for planted clonal cof- 
fee, but prospects for its expansion are improv- 
ing. Page 32 

Tel Aviv shares rise on strong stance 

Jacob Frenkel, Bank of 
Israel governor, seems 
to have been vindF 
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carted by the Tei Aviv 
Stock Exchange. He 
has twice raised over- 
night interest rates arid 
last week the TASE 
rose on the back of 
support for the BOJ’s 
tight monetary poBcy. 
But the coming weeks 
could test the resilience 
of the Tel Aviv exchange - and Mr Frenkel’s 
independent monetary policy. Page 42 

FTSE Gilts indices revised 

The FTSE Actuaries Government Securities Indi- 
ces, which cover the British government debt 
market, have been extensively revised to reflect 
market changes over the pest few years. They . 
appear far their new format for the first time In 
today's FT. Explanation and statistic», Fage 30 
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SATELLITE TELEVISION PIONEER BOWS OUT OF RACE IN US BY SWAPPING ASSETS FOR STOCK WORTH $1.5BN 

News Corp takes EchoStar stake 


By Christopher Parkas 
ta les Angeles 


News Corporation has 
swapped its US satellite telev* 
sion inter ests for stock worth 
about jL5bn in EchoStar, the 
prospective partner it aban- 
doned after a hitter split 
18 mouths ago. .* 

The deal, which boosted the 
shares of EchoStar by more 
than 9 per cent in morning 
trading, gives the . Virginia 
company important new assets 
at a turning point In the fbur- 
year-oM industry's evolution. 

It relegates News Corp, a 
direct-to-home pioneer and a 
leader in other satellite televi- 
sion markets, to the role of 


spectator in the race for US 
viewers which it once hoped to. 
leal 

The exchange will leave 
News Corp and MCI World- 
Com, Its telecommunications 
partner, with 37 per cent of 
EchoStar’s common shares 
and combined voting power of 
only &5 per cent. - - 

Neither company w£Q be rep- 
resented on the board, nor will 
It have any management role 
in a company still firmly con- 
trolled by Charlie Ergen, its 
aggressive founder. After the 
deal, Mr Ergen will have a 
40 per cent stake and 87 per 
cent of the voting power. 

Chase Carey, co-chief operat- 
ing officer of News Corp, said 


yesterday that although the 
terras allowed his company to 
sell its stake in the next three 
years, it planned to keep them 
as a “passive shareholder’’. 

News Carp’s efforts to break 
into the US satellite market 
have been dogged by problems 
since it acquired a licence 
almost three years ago. By last 
year, the group had decided It 
was too late to build a credible 
challenge to existing partici- 
pants, led by "DirecTV, the 
Hughes Electronics venture. 

An agreed glbn merger with 
EchoStar, which would have 
given News Corp a 50 per cent 
stake, foil apart in early 1997 
after Rupert Murdoch, News 
Corp chairman, elected to Join 


Prime Star, a bigger competitor 
controlled by a group of cable 
television companies. But that 
planned alliance ran into 
objections from antitrust regu- 
lators. 

The industry’s dynamics had 
changed since News Corp orig- 
inally planned its entiV, Mr 
Carey said, and it had become 
“unrealistic to go forward as a 
new competitor”. 

The main assets changing 
hands include two satellites 
due for launch next year, and 
the last available licence 
allowing coast-to-coast US cov- 
erage from space, for which 
News Corp and MCI paid 
$682m almost three years ago. 

The deal will allow Echo- 


Star. the fourth-biggest partici- 
pant in the market, to increase 
the number of channels avail- 
able to its subscribers from 200 
to 500 at a time when satellite 
TV has signed up more than 
10m US subscribers or 10 per 
cent of the market. 

However, the industry faces 
increasing challenges from 
cable television, which is rap- 
idly upgrading its systems to 
provide digital services and 
finding new partners to 

enhance Its services. 

The biggest current threat is 
the planned merger between 
Telecommunications Inc, the 
second biggest cable group in 
the US. and AT&T, the tele- 
coms company. 


Placer 
Dome in 
landmark 
S African 
gold deal 

By Victor Mattel to Jotamastosg 
and Edward Aldan in Toronto 


Placer Dome, the Canadian 
gold mining company, yester- 
day became the first North 
American group to annnmiw» a 
si gnificant investment in the 
South African gold industry 
since the second world war. 

In a deal valued at up to 
$344m, Placer Dome will form 
a 50-50 joint venture with 
Western Areas, a South Afri- 
can company, to run the gold 
Trrira> of the same name. 

This is a landmark transac- 
tion for the South African min- 
ing industry,” said Brett 
Kebble, deputy chairman of 
Western Areas. “For so long 
we’ve watched as outsiders 
snub our assets. -.1 think that it 
opens the door for other trans- 
actions." 

Placer Dome bad been in dis- 
cussions with various South 
African companies for more 
than a year looking for viable 
projects, said John Willson, 
Placer president and chief 
executive. “It’s a very gentle 
deal for us to get info South 
Africa and that’s what we 
were looking for." - 
South African gold mines, in 
spite cf high production and 
ore reserves, have, tong .been 
given, much lower r atings by 
international investors .than 
their north- American rivals, 
making it more costly to raise 
capital. But some analysts now 
regard South African urines as 
bargains, particularly since 
most have cut costs and 
improved productivity. 

Placer Dome said the deal 
would give it ‘‘strategic entry 
into Africa and the world's 
largest gold-producing region". 

The principal attraction for 
the buyer is the South Deep 
project at the Western Areas 
mine, expected to begin; com- 
mercial production in 2002. It 
is the biggest, undeveloped 
gold deposit in the Witwaters- 
rand area. 

Placer Dome will pay West- 
cam Areas $235xd in cash, and 
mak e farther payments of 1.75 
per cent of the gold produced 
from its share of the mine, 
plus' a farther 1-75 per cent 
when total annual production 
exceeds lm ounces. 

Mr .Kebble suggested his 
company might use the cash 
from the sale to pursue its own 
international ambitions. 

The . transaction, in which 
Placer ' Dome was advised by 
Morgan Stanley, should.be fio- 
alised in. March. When South 
Deep comes on stream. Placer 
Dope estimates the venture 
wST produce gold at a cash 
cost of between $185 and. $215 
an -ounce. A committee, 
(paired' by Placer Deane, with 
three members from, eacb com- 
pany wiH nm tbfc ventured 
Victor Flores, analyst at 
HSBC Securities in Toronto, 
said the deal would test of 
whether North American gold 
companies could operate suc- 
cessfully in Sou* Africa. “I. 
don’t t hink Placer Dome has 
quite as . much flexibility as - 
they think- they do. particu- 
Iariy. wfrh regaiti to labour." 

The acquisition will', double • 
placer Dome’s ore reserves to 
60m ounces at an average cost 
of US$8 a reserve ounce -.•» 
fraction of what similar- depos- 
its woald cost in North ; Amer> 
tea. Mr Willson -said Placer 
Dame would be able t oflna nee 
the acquisition costs from; its 
current $650m --in ■ cash 
■reserves, -and the annual, Hprr'j. 
aity payments and most of the 
expected $l5Qm to capital caste 
will be paid with cash flow 
from the mine: 


Pinault buys 
Bollore’s 12.6% 
Bouygues stake 

Unexpected move takes French financier’s 
share in the construction group to 16% 


By David Owen In Paris 


Frau peas Pinault, the secretive 
French financier, haa moved 
unexpectedly to centre-stage in 
the battle far control of Bouy- 
gues. buying a 12.8 pea- emit 
stake to became the family-run 
construction group’s biggest 
shareholder. 

Yesterday's purchase of the 
stake owned by Vincent Bol- 
lorg - the businessman at one 
Hmg thought to want to gain 
control of the company’s strat- 
egy - ends a war of attrition 
with the Bouygues brothers, 
Martin and Olivier, stretching 
back a year. 

.- The move takes the stake 
held by Artemis. Mr Pinauh’s 
family holding company, to 16 
per cent, compared to the 14.6 
peT cent owned by the Bouy- 
gues brothers. 

Measured by voting rights, 
however, the brothers’ stake 
rises to about 22JB per cent - a 
figure that increases to 33.9 
per cent when other family 

and employee-owned holdings 

are added: 

Mr Pinault’ s entourage 
would yesterday shed little 
light on' the businessman’s 
intentions, besides saying that 
relations between be and Mar- 
tin Bouygues, Bouygues chair- 
man, were very good. 

Pew doubt, however, that Mr 
Ptoault,. the sou of a Brittany 


forester, has the fiwaiv-iai mus- 
cle to launch a full-scale bid 
for what is one of France's pre- 
mier industrial empires should 
he. so wish. 

In 1997. he touched off an 
unprecedented wave of cor- 
porate activity in France by 
launching a FFrSObn ($o-24bn) 
hostile bid for Worms & Cie, 
the French financial and 
-industrial conglomerate, to a 
move that was ultimately 
thwarted. Earlier thin year, be 
became the biggest share- 
holder in Christies Interna- 
tional, buying 29 per cent of 
the auctioneers ordinary 
shares from Joseph Lewis, the 
Bahamas-based billionaire. 

Jeari-Christophe Lef&vre- 
Moulenq, an analyst with 
Credit Lyonnais Securities in 
Paris, said be thought Mr Pin- 
ault’s initiative signalled that 
he wanted at least “a deter- 
mining influence" to the man- 
agement of Bouygues. 

- Others Indicated that specu- 
lation over a break-up of Bouy- 
gues' widespread activities, 
which encompass utilities, 
television and telecommunica- 
tions, would return to the fore. 

However, Bouygues shares 
tumbled FFr83, or 73 per cent, 
to FFr1,060 yesterday, suggest- 
ing the market does not 
believe an out-and-out take- 
over bid is imminent. “The 
speculators have been caught 


Liffe plans euro 
contract based 
on Brussels rate 


By Edward Luce, Capital 
Markets EtBtor 


The London. International 
Financial Futures and Options 
Exchange is to launch a 
contract bared on Euribor, a 
benchmark lending rate set in 
Brussels that is to direct 
competition with London's 
own . benchmark for the 
euro-zone. 

The move will enable users 
of Liffe to choose between the 
London and the Brussels 
benchmarks when trading 
futures and options to euro 
interest rates. It will be seen as 
a boost for Euribor and a 
possible blow to Iibor - the 
London interbank offered rate 
- Which is the international 
benchmark for the rate at 
which banks lend to each 
other. 

Although Iibor does not yet 
exist for the euro, it is used as 
a .benchmark for lending to 
most of the .world's leading 
currencies including the US 
dollar,' the yen and the 
D-Mark. 

Some of London’s prestige as 
-a. financial centre Is based on 
its role as the leading provider 
of international lending 
benchmarks. . 

Officials at Liffe, which 
yesterday launched its. first 
full-time electronic- trading 
system, have been increasingly 
concerned ; about Euribor’s 
competitive tod- against Iibor 
for lending to euros. 

Liffe's leading contact, the 
three-month' interest rate bn 
the D^Mh& Js based on Iibor. 
Its future oh lira interest rates 
fe also based on Labor. 

Ziquidity to both is expected 
to transfer toto Lifie’s future 


on three-month euro interest 
rales after January. However, 
Liffe faced the threat of losing 
the contract altogether after 
monetary union If Euribor 
became the benchmark instead 
of Iibor. 

“Liffe could not afford to put 
all its eggs in one basket [by 
basing its euro contract solely 
on Libor],” said one banker 
yesterday. “So.it has hedged 
its bets like all good 
derivatives exchanges should 
do." 

Leading bankers say that 
Euribor’s chances of toppling 
Iibor have also been boosted 
by the strong, political pressure 
on continental European 
banks to choose the Brussels 
rather than the London rate. 

The rate, which will be 
calculated daily from a panel 
of 57 banks as opposed to a 
16-strong panel for Iibor, was 
launched for political reasons. 

"If the UR is not joining 
the -euro, why should London 
calculate the- euro lending 
rate,” said one German 
hanker. 

However, London still 
dominates inter-hank lending 
ami money market activity to 
European currencies. In 
addition, hankers say that the 
Libor ‘rate will be marginally 
lower than Euribor owing to 
the superior Credit quality of 
the Libor panel of hank* Hus 
means they will be quoting 
Cheaper rates: 

As a result, borrowers win 
probably want to use the Libor 
reference rate, while lenders 
would opt for Euribor. ’The 
best advice Is to put your 
liabilities to Libor and your 
assets to Euribor,” said one 
trade-. 



Francois Pfnaulb ha* the financial muscle to bind) a full-scale bid 


on the wrong foot and with- 
drawn,” said Mr Lefovre- 
Moulenq. “Everything is possi- 
ble.” He estimated the “fair 
value" of Bouygues at FFr1,250 
a share. • 

Mr Ptoault paid FFr1460 a 
share for the Bollote stake. 


Shares of Bollorg Technolo- 
gies climbed FFr36. or 33 per 
cent, to FFr1.130. as investors 
reacted to the prospect of a fat 
capital gain. Mr Bollore is 
understood to have acquired 
his initial 10 per cent stake at 
less than FFr600 a share. 


Marketing 
starts for 
fourth NTT 
share issue 

By Paul Abrahams in Tokyo 

The Japanese government 
yesterday began its marketing 
exercise for the fourth issue of 
shares to NTT. the world’s 
largest telecommunications 
company by market capitalisa- 
tion. 

The issue of up to lm shares 
is expected to raise about 
S7.5bn. and, if successful, will 
be among the 10 largest offers 
of the decade. 

The shares will be issued at 
a discount of between 3 per 
cent and 5 per cent to NTT’s 
share price. Yesterday, the 
stock closed down 1.7 per rent 
at Y920.000. Although this is 
the fourth issue of NTT shares, 
it is the first time they liavc 
been sold globally. 

About 65 per rent or the 
shares will be offered to retail 
and institutional investors in 
Japan, 17.5 per cent in the US 
and Canada, and 17.5 per cent 
in Europe and the rest of the 
world. The joint global coordi- 
nators are Daiwa Securities. 
Goldman Sachs and Warburg 
Dillon Read. 

The price is expected to be 
announced between December 
ll and 15. After the issue, the 
government's stake will be 
reduced from 65.5 per cent to 
59 per cent. It wants to reduce 
its holding to 33 per rent. 

Three management teams 
yesterday began presentations 
to investors. The group will be 
marketed heavily on its expo- 
sure to the multimedia mar- 
ket It also owns 67.1 per cent 
of NTT DoCoMo, the world’s 
largest mobile telecoms group, 
and 54.2 per cent of NTT Data, 
a data communications and 
systems integration group. 

Over the past five years. 
NTT has achieved an average 
annual compound growth rate 
of 10.2 per cent in earnings 
before interest taxes, deprecia- 
tion and amortisation, thanks 
mainly to these fast-growing 
subsidiaries. 

NTT’s margins are among 
the lowest in the world com- 
pared with its international 
peers. However, the company 
expects these to improve. Its 
capital expenditure will fall 
heavily in coming years as its 
programme of digitalisation 
comes to an end. Hie group's 
aged personnel structure also 
means about 6,000 employees 
leave every year. 

NTT and its subsidiaries 
expect to realise a gain this 
financial year on the recent 
flotation of NTT DoCoMo, its 
mobile subsidiary, of Y781bn 
and Y784bn respectively. 


This announcment appears as a matter of record onto. 
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Lomeluna Energia 

GA Foster Wheeler sponsored company) 

ITL 240,000,000,000 

Project Finance Facilities 


Lead Arranger 
ABN AMRO Bank N.V. 

Co-Arranger 

CARIPLO S.p-A. (Gruppo INTESA) 


Banca Commercials Italians 

Paribas 

Crediop S.p-A. 
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Lead Managers 

Bank Austria Aktiengesellschaft 
Bayerische Hypo- und Vereinsbank AG 
UniCredito Italiano S.pA. 
Mediocredito Lombardo 


Managers 

Banco Ambrosiano Veneto Banca Popolare di Novara S.CR.L 
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COMPANIES & FINANCE: ASIA-PACIFIC 


Government takes control of RUB Group 


By Shefla Mctadty 
to Kuaia Luntpor 


Abdul Rashid Hussain, 
Malaysia’s dominant finan- 
cier, is wiling control of the 
country’s third biggest finan- 
cial services group to the 
government in a big 
restructuring that industry 
sources said was forced on 
him for falling out of favour 
with the authorities. 

Bankers said the authori- 
ties, *h r>»g h trying to rescue 
the banking system from a 
i ffpnntain of bad loans, were 
not prepared to help Mr 


Shares 
soar in 
electronic 


group 


By Alexandra Harney tn Tokyo 
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Rashid salvage, his RHB 
Group without extracting a 
crippling price. 

Mr Rashid is a fiercely 
independent banker who Is 
intent on playing by Interna- 
tional rules at a time when 
Malaysia Is closing its finan- 
cial sector to the outside 
world with unorthodox capi- 
tal controls. 

While there has been no 
official falling-out, analysts 
said he had permitted short- 
selling at his group, while 
the government was discour- 
aging thin_ 

He will remain as chair- 


man but bis stake In the 
group wfl) fall from 29.6 per 
cent to 17.5 per cent. His 
holdings in tbs group's RHB 
Rgntr will be further dilated 
by the sale of a 30 par cent 
stake to the government 
agency established, to 
acquire non-performing 
loans. 

“The commercial bank is 
arguably the most prized 
asset,” said Ga n vtm Khoon, 
vice-president of SG 
Research, which analyses 
Malaysian companies. 

The Malaysian authorities 
have so far been content to 


buy non-performing loans of 
other banks and recapitalise 
thom rather than punish the 
overextended bankers. Mr 
Rashid is widely believed to 
have been forced to give up 
control in return for 
assistance. 

“This Is basically bis exit," 
said an analyst who declined 
to be named. “Anyone wbo 
has an opinion and makes it 
known is out." 

Other bankers have admit- 
ted privately that they are 
fearful of criticising the pol- 
icy imposed by Mahathir 
Mohamad, the prime minis- 


ter, of capital controls to 
keep money in the country 
and pressuring banks to lend 
the economy out of reces- 
sion. 

Mr Rashid tried to win 
political favour by volunteer- 
ing early in the crisis to buy 
same Rank, which reported 
losses of M$L57hn CtJSWl&n) 
for the six months to end- 
December. The deal made 
RHB the second largest com- 
mercial bank in Malaysia 
with assets of MS61 Jbn. 

At the time, Anwar Ibra- 
him, *hgn finance minister 
and deputy prime mi niste r . 


sakU “liis is a private deaL 
_I th*nk tfrte agreement is In 
"line with the government's 
* policy of not burdening pub- 
lic funds." But analysts said 
yesterday the gamble did not 
win Mr .Rashid support from 
the authorities. 

RHB" yesterday reported 
losses attributable to share- 
holders of M$936m for the 
year to June 30, compared 
with a MSSn2J9m profit for 
the previous 13 months. 

Mr Rashid said the deal 
would result in a MSS .3b n 
recapitalisation to pull the 
group through the crisis. 


Recession proves a taxing time for Japan Tobacco 


The group, which is an easy government 
target, is trying to diversify into asthma 
treatment, writes Alexandra Harney 


Japan Tobacco 
Share price (¥m) 


Shares in Nemic-Lambda, 
the Japanese manufacturer 
majority-owned by Siebe, the 
UK electronics group, soared 
143 per cent yesterday fol- 
lowing the company’s 
upward revision of its con- 
solidated earnings. 

The group, which recently 
resolved a hitter manage- 
ment dispute by ousting 
Rikihiro Madar&me, its 
eccentric founder and former 
chairman, said on Friday 
that it expected consolidated 
net profits to jump 43 per 
cent in the year ending in 
March, from Yl.l4bn to 
Y2.01bn (Sl6m). It had expec- 
ted after-tax earnings of 
YL52bn. However, the group 
lowered its full-year sales 
forecast, from Y28.5bn to 
Y2534bn- 

The revision reflected a 
move to control costs by con- 
solidating affilia ted company 
operations previously con- 
ducted independently into 
fiie head office in Japan, the 
company said. 

But Nemic-Lambda was 
forced to revise its parent 
company full-year earnings 
>»cH mates after a disappoint- 
ing first half. 

In the six months that 
ended in September, after- 
tax earnings fell 5A9 per 
cent from Y6C3zn to Y272m 
last time. Turnover declined 
225 per cent to Y9.01bn. 

The company, which con- 
trols 40 per cent of the Japa- 
nese market in switching 
standard power regulators, 
blamed the results on the 
downturn in the semicon- 
ductor market and the 
domestic economy. 

Parent earnings would be 
hurt in the second half by 
the decline in sales in Korea 
and Taiwan, and the expec- 
ted w eakening In the semi- 
conductor equipment mar- 
ket, it said. 

Japanese investors 
welcomed this year’s 
employee-led management 
shake-up. which reinstated 
Mltsqji Kyozuka. a former 
Sony executive, as pres- 
ident 

Shares in the company 
closed at Y2.720 yesterday, 
well below the all-year high 
of Y3J660 readied in August 


J apanese smokers today 
will start footing the bill 
for the country’s eco- 
nomic decline with the intro- 
duction of new tax on most 
packs of cigarettes which is 
intended to help pay off 
Y28,000bn ($228bn) in debts 
accumulated by Japan 
National Railways, the for- 
mer national railway monop- 
oly privatised, in 1987. 

The move, the second tax 
increase in two years, 
reveals how Japan's tobacco 
Industry has become the tar- 
get of government attempts 
to clean up its balance 
sheets after the the eco- 
nomic bubble of the 1960s 
and 1990s burst and a pro- 
longed recession followed. 

But while smokers will 
pay Y20, or about 8 per cent, 
more for each pack of 20, the 
Japanese tobacco Industry 
will not have to cough up a 
single yen as a result of the 
tax increase. 

ft has escaped largely 
thanks to its close, mutually 
beneficial relationship with 
the central government. 

Few industries enjoy such 
strong backing from Japa- 
nese bureaucrats these days: 
the finance ministry, with 
6&9 per cent, controls more 
of Japan Tobacco than it 
does any other company. In 
return, JT has agreed to 
abide by certain rules, 
including that all of .its 
tobacco leaves must be 
domestically grown. 

Yet JT spends almost 
nothing on lobbying costs. 
, and lawsuits for smoldng- 
related health damages are 
still rare. 


When legislators approved 
an increase in the consump- 
tion tax from 3 to 5 per cent 
in April 1997, and when they 
imposed a tobacco tax to 
help dispose of the mountain 
of bad debts from the train 
operators In October, JT was 
given the price increase It 
requested from the mmistiy 
of finance. 

But even in Japan, where 
nearly 6 out of 10 men smoke 
cigarettes, tobacco is an 
increasingly risky business. 
Earlier fins year, All Nippon 
Airways and Japan Airlines, 
the two largest domestic car- 
riers, moved to ban smoking 
on all flights, prompting 
complaints from JT execu- 
tives. 
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E ven worse, only 33 per 
cent of Japanese identi- 
fied themselves as smok- 
ers tiila year, compared with 
36 per cent only three years 
ago, according to JT surveys. 

The successive tax 
increases and falling demand 
have taken their tcJL 
Although in the first half 
of fids year, JT sold 133-4bn 
cigarettes, up 5.5 per cent 
from the same period last 
year, sales of foreign tobacco 
- including cigarettes made 
by Philip Morris and RJ 
Reynolds - rose 10 per cent 
to 39.7bn after the US manu- 
facturers refused to raise 
their prices. 

Last year, group sales fell 
4.2 per cent to Y2.6Sl.6bn 
and pre-tax profits fell 223 
per cent to Yll&9bn. 

JT is hedging its tobacco 
losses with investments in 
pharmaceuticals and foods. 


while training its sights on 
overseas markets. 

The company operates 
Burger King, the US Cast 
food group, in Japan, and 
bougbt Pfllsbury Japan, the 
subsidiary of the US pro- 
cessed food company, as well 
as a majority stake in 
Renown Milano, an Italian 
restaurant chain. It also 
markets Momo no Tennsui, a 
popular fizzy peach drink, in 
Japan. 

It has tied up with leading 
western pharmaceutical 
companies, including Agou- 
ron pharmaceuticals, the US 
group, to develop and mar- 
ket HIV drugs, anti-inflam- 
matories. and, ironically, 
asthma medication. 

In October, it took a 
majority stake ih Torii Phar- 
maceuticals, the Japanese 
drugs company. 

As peculiar as it may 
appear for a cigarette manu- 
facturer to peddle asthma 
drugs on the side, analysts 
say there are dear benefits 
to diversification. 

“If it were any other com- 
pany, it might not he a suc- 
cessful strategy... But the 
tobacco industry will Inevi- 




Lighting up: in Japan nearly 6 out of tb tnen smoko dgmttes AP 


tably suffer as a result of the 
contraction in the young 
population in Japan, and 
building businesses not 
related to tobacco is the 
obvious answer” says Yqji 
Fujimori, industry analyst at 
Goldman Sadis in Tokyo. 

The market has enthusias- 
tically . endorsed these 
moves. Shares in JT have 
risen 28 per cent since Janu- 
ary and hfifan all-year high 
of YUSn last week. Yester- 
day, the shares fell YIGJJQO. 
or 092 per cent to dose at 
Yl.OSm. 


But analysts caution that 
the party cannot last for- 
ever. Neither the food nor 
pharmaceuticals business is 
generating profits yet and 
demand for cigarettes is 
expected to fell about 6 per 
cent as a result of the .tax, 
according to Mr. Fujimori. 

(1 Thp .iijevitahfe. danger, he 
warns, is that this govern- 
ment, under increasing 
financial pressure amid the 
worsening recession, decides 
to sell its stalm in the com- 
pany, opening it to more 
market volatility. 


RETAILING ITALIAN GROUP SEES TROUBLED CHAIN AS GATEWAY 


Joyce Boutique sells 
20% stake to HdP 


Shiseido plans 
to expand range 
into Iceland 


By Louise Lucas 
In Hong King 


Joyce Boutique Holdings, 
the upmarket Hong Kong 
retailer, yesterday sold a 
20 per cent state to Holding 
di Partecipationi Industrial!, 
the Italian fashion textile 
and publishing group, for 
HK»3422m (US$4 .43m). 

Funds raised will help 
lower Joyce’s debt gearing 
ratio and boost Its working 
capital. 

Management control will 
remain with the Ma family, 
which remains the single 
biggest shareholder. 

The sale, described as a 
"collaboration'’ that will 
faring about business syner- 
gies, comes after a wretched 
year for Joyce. 

Retail sales in Hong Kong, 
which fell 21 per cent year- 
| on-year in September, have 
fallen across the board, hut 


the top end has been worst 
hit. 

Joyce, which sells designer 
clothes, including Armani 
and Dries van Noten, has 
further suffered from the 
dearth of tourism in Hong 
Kong. 

The Asian financial crisis 
forced it to cut seven of its 
overseas stores; It subse- 
quently axed 70 staff and 
relocated its flagship Hong 
Kong store across the road 
to cheaper, less prestigious, 
premises. 

The move saved an esti- 
mated HKJl2m a year in 
rents. 

In February, it launched a 
HK$78m rights issue to bol- 
ster its balance sheet in a 
bid to lower hefty gearing. 

The move left the com- 
pany stronger. but 
the w eakening industry out- 
look foiled to encourage 
investors. 


HdP, which has an option > 
to subscribe for more shares 
in the next five years : 
up to 34.99 per cent, paid 
HKfO.22 a share for 156m 
shares. 

The share price closed Fri- 
day at HKJ0.17. 

Joyce said the collabora- 
tion would enhance its prin- 
cipals' relationships: Joyce is 
a l eading buyer and retailer 
of Italian fashion, and 
HdP can gain market know- 
ledge and experience in 
the Asia region through 
Joyce. 

HdP, established in March 
by spinning off several 
industrial and hanking inter- 
ests from Gemma, is seeking 
to develop the luxury goods 
sector. 

This year it acquired 
the Valentino brand, and 
holds a stake in Fila, the 
sports footwear and apparel 
group. 


By Alexandra Harney 
in Tokyo 


Shiseido. the leading 
Japanese cosmetics and toi- 
letries group, is set to launch 
its cosmetic range in Iceland 
starting next spring with a 
local partner. 

The operations would be 
managed locally through 
a tie-up with Halldor 
Jonsson, a cosmetics and 
salon products group, and 
overseen by Shiseido’s 
European subsidiary in 
Boulogne, France. 

The group will sell several 
lines of skin-care, perfume, 
and cosmetics, including the 
company’s Benefiance line. 
Shiseido said it expected 
steady expansion In sales in 
Iceland, where the skin-care 
market is growing 7 per cent 
pgrh year. 

It aims to operate in 


euro ready? 



if you're working with euro sensitive 
financial instruments and you need 
help, call FmaucialCAD. 

Whether you need to do it yourself on spreadsheets or 
get resufts from yoor systems team with our software 
development tooflrits and lina-of-buaness sen/w, try 
euro and Y2K cwnpfant FtnancialCAD today, 
find out why more than 1700 conpaaios la 
ever SI cauBtries use RnandatCAD to male their 
portfolios ia market and manage financial risk- 
finanoalCAD supports virtually all financial 
instruments, rnduding aura and tfie most exotic. ’ 
FinanrialCAD - great products, great prices 
(Starting #£48E/S795us/(fesW. great service 
(24 hours). 
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Adjournment 
of Shareholders’ 
meeting 
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FinancialCAIT 


SI awartono I Signori AzSonlsn e he. in 
relazfone ai deposit! di azionl efferaati. 
I'assemblea straordinaria e ordlnaria 
dell'Eni S.pA. avra luogo In seconda 
convocations il giorno 4 dtcembre 1998. 
ore 10.00 In Castelgan doffo , Yale Bruno 
Buozri, 14. 


Eni SjlA. Shareholders are informed that. 
In consideration of the number of -Enl 
shares deposited, the Extraordinary and 
Ordinary Shareholders* Meeting will be 
held in CastdgandoHo (Rome),VlaJe Bruno 
Buozzi, 14 on December 4, 1998 at I&O0 
ajn. local time on second call. . 
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NEWS DIGEST 


JAPAN 


DKB 


forced to 


suspend operations 


four stores, with total 
wholesale turnover of Y15m 
(*121956) by 2000. j 

The move marks the 
latest step in the Japan- 
ese manufacturer’s ' 
aggressive European 
ex pans ion plan. 

In early November, 
Shiseido became the first 
Japanese cosmetics group to 
enter the Russian market 
through an alliance with 
Hermitage, a local 
distributor. 

It markets its products in 
27 countries in Europe, and 
hopes to grow overseas sales 
to 2S per cent of turnover by 
2000 . 

Last year, foreign markets 
accounted for 15 per oent of 
total sales. 

Shares In the group 
.slipped Y14 to close at Yl,401 
following the company’s 
announcement. 


The Financial Supervisory Agency 

ordered Dresdrw-KJetrwoa Benson Seasides to suspend 
stockbroking <****^^^4^ 

The move is based an advice 
Exchange Commission to KfliJto Obuchl. the prtmamWa- 
Sandthe PSA to takapunftWe admintetrativo action 
against the company following ft* mW-morfh conwflon 
of false reports about equity tracing for its clients, the 


The suspension covers the company's stackbroklng 
operations at Its equity^ domestic operative and foreign . 
corporate divisions. ■ . ■ . _ . , 

The mtesby off finance saW it would also exclude Dresd- 
ner Ktefrwort Benson Securities from participating in the 
nt Kdryn and nnfterwrftinq of government bonds during the 
same period next week. Agencies, .Tokyo. 


TRANSPORT 


Nippon Express in Fedex link 


Nippon Express, the Japanese transport company, said 
yesterday ft would start courier services from December 
under a tie-up with Federal Express, the world's largest air 

express carrier. ' 

The new venture, ca^ Document Courier and Cargo 
jotpack, would provide International delivery services from 
Japan using Fedex's network, Nippon Express said. They 
would cost 20 to 30 per cent more than Nippon Express s 
similar services, but will cut one or two days from delivery 

time, It said. - , 

Nippon Express aims to boost its sales of international 
deUvay services to 70,000 items by 2000. three times the 
current level. Reuters, Tokyo 


AIRLINES 


MAS reverses into loss 


MAS, owner of Malaysia's national carrier, reported a pre- 
tax loss of M$43l.99m 0JSS1 13.7m) for the first half 
ended September 30, swinging from a a pre-tax profit of 
M$47.33m in the year-eartter period. 

Tajudin RamK. chairman, attributed the loss es to rising 
costs for fuel, crew and spare parts amid the regional eco- 
nomic crisis. MAS* bottom line Is also under pressure from 
outstanding debt of MS1 1 .8bn. 

Mr Tajudin said, without etaboratton, that MAS has strat- 
egies to cover that debt The aifUne has even been able to 

continue raising funds abroad to finance aircraft purchases 
and was “doing okay". He noted, however, that the sec- 
ond half of the financial year would be “a critical period". 

The ahtine Is selling some aircraft and attempting to 
build up. flights to Australia, Japan, Taiwan and Northern 
Europe as it reduces its exposure to destinations such as 
Canada. Sheila McNulty, Kuala Lumpur 


Comments and press releases about International 
companies coverage can be sent by e-maB to 
IntemattonaLcQmpeniesffacam 


LITTLE 

ORPHANED 

PIGHITTRA 


Ptehittra is only ftrea but at tills 
young age status already 


Her Father only ranted tar 
Matter oti tfie promise of a dowry 
from her lamSy. He mistreated 

her uiotiw and R was later 
(fiscovored that he already had 
another wde. Ptehittnfc mother 
than m B with cancel As she became vreater, she astad Father 
Brennan to take care of her daughter. 

Pichfttra was naturally very distraught when she arrived at the 
Orphanage and, although she has settled hi. she has not yet been seen 
I !os mte Sadly. PfchHtra’S mother ified early this year. 

To help sgoasw a child - to rewhre a photo dl No or her ... and to 
correspond — can be incredibly rewanKag. Yonwffll sm ad hrel fee 
ffitference your money is mating to someone less fortunate than you 
or yoor children. Once yoe become a sponsor, you will also be rail a 
VIDEO showing the enriromnent In wttcb Uib drild yon are helping to 
sponsor tives. 

Our Child Sponsorship Scheme means so much to all the 
hundraJs of little oiibs like PicWttra. Please "Help Us to Help 
Them and Bring Hope to Life". 

For more details, just send your name and address (no stamp needed) to: 

Rw. Ft. Raymond A. Breoaaa C-SsJl., 

Pattaya Orphanage Trust, 

DepL 

FREEPOST, London W14 0BR 

Tfet 0171 602 6283. Fax 0171 683 6468. 

E-Mail: pol@patarphJleniaa.cti.uk www.cytmtmet.net/-roaall 
(ReQQarByNa.28GOOO) 
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Banco uamuai 
deCastaMca 
0866,611,115 Sarin A 


US&3 12000 Series 1992 A 
Roaring rate bonds 20(0 and 
US$691,465,000 Series 1992 
B Roaring rate 
nores 2009 


DM ftby 21,2888 
■**71,435,529 Series I 


The Aand B Bonds wS both 
bar Interest at fiX per annum 
far the period I December 1998 
go I June 1 999. Inuren; payable 
on « June 1999 per US$88000 . 
ouennding A note wiS amoone 
to US52M9 and par USS884JS2 
outstanding 8 boob wH mount 
so US$2683.- 


Gobal Agency and TrujcSerricw. 
Odbwk.HA. london 


Bm lief 21,2865 

NOTICE IS HEREBY 
GIVEN that the rate of 
interest from November 
23, 1996 through and 
including February 21, 
1999 is 6.20703 % per 
annum. Interest coupons 
payable on February 22, 
■ 1999 'will amount to 
$160.92 per 5100,000 nomi- 
nal face amount on the 
Series A Claims and 
$19004 per 51<XUXX> nomi- 
nal face amount on the 
Series B Claims. 


I December 1998 


cmBAwcrl 


US. BankTrust, 

National Association 

oar fmeM<tr>U 
Dated: Nawc ab cr 10. 199$ 
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COMPANIES & FINANCE: THE AMERICAS 


— j* i L . CORONARY STENTS MAK E R ACQUIRED 

AVE bought 
by Medtronic 
for $3.7bn 


By Dacy Corrigan 

Medtronic, the acquisitive 
US medical devices com- 
pany, has agreed to buy 
Arterial Vascular Engineer- 
ing, a maker of medical 
devices used for coronary 
.procedures, for S3.7bn. 

Medtronic has bought four 
other businesses since July, 
all in its core cardiovascu- 
lar, neurological and spinal 
surgery businesses, for a 
total of $8bn. 

The deals include Sofa- 
more Danek Group which 
makes devices for spinal and 
neurological surgery and 
Physio-Control Interna- 
tional, an external defibriUa- 
. tors business. 

AVE is a leading mnVor of 
coronary stents. AVE itself 
recently acquired two other 
' businesses, ASCI and World 
Med ical Manufacturing. 

Medtronic’s five recent 
deals “transform Medtronic 
into a truly unique corpora- 
tion in the medical technol- 
ogy field, with anticipated 
revenues exceeding $5bn in 
our next fiscal year, almost 
double our 1998 size.” maid 
William George, chairman 
and chief executive. 

He said the combination of 
new products developed 
internally, such as the Med- 
tronic. Kappa 700 series of 
adaptive pacemakers and its 
acquired business would put 
Medtronic in “a position of 
global market leadership in 
medical technologies used to 
treat all aspects of cardiac 
disease as well as those used 
'in neurological and spinal 
‘surgery”. 

The medical devices indus- 
try in general and the stent 
market in particular have 
experienced rapid consolida- 
tion, partly as a result of 
competitive pressures in the 
business. For example, John- 
son & Johnson bought 
another leading stent maker. 
Cordis. 

The agreed price for AVE 
is $54 in Medtronic stock for 
each AVE share, a premium 
of 67 per cent to AYE'S 



Livent raises C$35m and cuts costs 




By Eduard JUden In Toronto 

livent, the North American 
theatre' company under 
bankruptcy protection, 
announced yesterday it had 
obtained C$85m <$US22.7m) 
in short-term finnnninp fr om 
US investment managers 
Angelo, Gordon. 

At the rennp time , livent 
is dosing shows in Vancou- 
ver and Toronto, shedding 
two other unprofitable pro- 
ductions and cutting its 
expenses by 40 per cent to an 
effort to protect the compa- 
ny's core business in New 
York, Chicago Toronto. 

The company also 
announced that four of its 
directors were stepping aside 
to aQow it to respond more 

1 quickly to “rapidly changing 
circumstances*, reducing 
the board to 13 members. 

- The . moves come two 


weeks after Livent filed for 
bankruptcy protection in the 
US and Canada when its 

management, led by former 

Walt Disney president Mlcfa- 
aelOvitz, launched a lawsuit 
against • the company's 
founder Garth Drabinsky 
end fJaftned it ha d uncov- 
ered nearly C$1 00m in 
accounting irregularities. 

The ne w ^<n«»gwnPTit hs« 
alleged that Mr Drabinsky 
orchestrated a massive fraud 
that involved direct kick- 
backs, manipulation of 
expenses and a second, pri- 
vate set of accounting 
records. 

Mr Drabinsky has counter- 
sued the oompany, claiming 

it iS Tnanlpnlating flip nrmv 

bers and attacking his repu- 
tation in order to bolster per- 
ceptions - of future 
performance. 

The bankruptcy filing was 


forced on Livent when its 
banker, the Canadian Impe- 
rial - Bank of Commerce, 

refused to extend a US$50ro 

line of credit 

The. company has since 
been kept afloat by a 
short-tarn US$Sm loan from 
several of jts directors, 
including Hollinger chair- 
man Conrad Black and Jim 
Patti son. whose personal 
holding company is one of 
Canada's largest privately 

owned enterprises. 

The terms of the deal with 
Angelo, Gordon - a so-called 
“vulture fond" that invests 
in finanHafiy troubled com- 
panies undergoing restruct- 
uring - were expected to be 
revealed in filings to the 
bankruptcy courts late yes- 
terday. The “debtor in pos- 
session.” Smrrfny will COme 
in two stages, a C$L3.5m loan 
by the end of this week and 


another CS155m loan expec- 
ted to be made available 
mid-December. 

Livent said yesterday the 
additional funds should 
allow the company to com- 
plete its financial reorganisa- 
tion by early next year. 

The company has C$33frn 
in outstanding debt and 
about 1,500 employees. The 
latest moves will result in 
Livent closing its North 
American tour of Shots Boot, 
disposing of the touring pro- 
duction of Ragtime to 
another theatre company, 
and ftanroTUr|g all ShoWS at 

its Ford Centre theatres in 
Vancouver and Toronto. 

It will continue produc- 
tions of Ragtime in New 
York and Chicago, The 
Phantom of the Opera in 
Toronto, Parade in New 
York and Fosse in Los . 
Angeles. 


recent trading range. Under 
the agreement, the price 
may change if AVE shares 
trade outside a range of 
$61.20 and $7450. The deal 
wiH be structured as a pool- 
ing of interests. 

Scott Solano, AVE chief 
executive, will report to Art 
Collins, Medtronic president 
and dtiaf ope rating officer, 
and will assume responsibflr 

Medtronic has 
bought four 
other businesses 
since July, for a 
total of $8bn . 


ity for the combined vascu- 
lar businesses of Medtronic 
and AVE, based in Santa 
Rosa, Califo rnia. 

Medtronic said that hpddft 
transaction-related charges, 
the merger will be signifi- 
cantly accretive to earnings 
this year and in. future 
years. It will reinvest a sig- 
nificant proportion of its 
incremental earnings Into 
research and development 
and market development, it 
plans to spend more than 
$500m on RAD in the next 
fiscal year. 

Medtronic shares slipped 
$A to $69% while AVE 
shares jumped $16A to $48tf. 


BellSouth lifts BCP stake to 44.5% 


By John Baitum In Sio Panto 

BellSouth the US telephone 
operator, has increased its 
stake in a sac Paulo ™»i>nk>r 
telephone company by 3.5 
percent, raising its share in 
BCP Telecomtmicacoes to 
445 per cent. 

BeQ did not announce the 
value of the but local 
analysts estimate it was 
worth about $150m. 

Bell acted together with its 
local ally Banco Safra, a 
large local bank, which also 
raised its stake in BCP to 
445 per cent 


The two partners bought 
out BBS, a Brazilian media 
group, which is expected to 
use the proceeds of the sale 
to increase investments in 

H>1«wwflmMntwi Hnn« In its 
localmarket ' 

Use of cellular telephone 
networks has increased sub- 
stantially following liberalis- 
ation this year. BellSouth 
said: “Our growth in Sio 
Paulo is for »*w«d of projec- 
tions. We are adding custom- 
ers every day.” 

BCP has a sister company 
operating in the undevel- 
oped north-east of Brazil. 


Together, the SSo Paulo and 
north-east concessions have 
about 700,000 subscribers, 
almost all of them in SSo 
Paulo, file country's busi- 
ness capital and largest city. 

The company competes in 
S&o Paulo with Telesp Ocu- 
lar. Both companies are esti- 
mated to have spent $iQm in 
investments so for this year. 
They have cut waiting lists 
and spent lavishly on adver- 
tising campaigns. 

BCP sent out a man shot 
promising an $83 discount 
on a cellphone with 
every new sign-up. However, 


service remains patchy. 

Analysts believe RBS win 
use the proceeds fr om th e 
sale to Invest more in CRT, a 
privatised local fixed-line 
network in the south that it 
operates with Spain’s Tele- 
fofiica International. 

Alexandre Gartner, tele- 
coms analyst at Banco Baz- 
ano Simonsen, said: “RBS 
may use the money from the 
sale to increase its share in 
CRT, because Telefonica has 
to reduce its share in the 
company since it operates 
the Sko Paulo fixed-line 
service." 


Silver quits after pig gets a roasting 


By Christopher Parkas 
Id Los Angeles 

Casey Silver, chairman of 
Universal Pictures, resigned 
yesterday after the best- 
known pig in the world 
failed at the weekend to aid 
his 1 8-month sequence of 
box office fflMj pn in t m wit fl 
Mr Silver, whose boss 
Frank Biondi was ousted 
less than two weeks ago, 
when Edgar Bronfman, 
chairman of the Seagram 
group, tightened his per- 
sonal cohtrtt over the Uni- 
versal Studios subsidiary. 


had been expected to go. 

However, the failure of 
Babe: Pig in the City, which 
sold less than $9m- worth of 
tickets ah its debut weekend' 
in the US, was to hasten his 
departure. 

ttIb resignation leaves a 
gap which Mr Bronfman 
may find difficult to fQL Hol- 
lywood executives are 
known for their indepen- 
dence and unwillingness to 
tolerate hands -on manage- 
ment from above. 

Universal had hoped to 
' end the rim of flops which 
has seen it relegated ■ to 


ninth place in terms of mar- 
ket share among US film 
makers, in a year which has 
been one of the successful on 
record for the industry as a 
whole. 

The $60m sequel to Babe , 
the low-budget surprise hit 
of 1995, was affected by bad 
pre-release publicity and low 
ratings from test audiences 
which forced Universal to re- 
edit it and cancel tire premi- 
ere. 

Its failure compounded the 
disappointment of Meet Joe 
Black, a much-promoted 
Brad Pitt film, which 'had 


been expected to lead Uni- 
versal’s come-back with a 
holiday season package 
which includes a remake of 
Psycho and a Robin Williams 
feature. Patch Adams, due to 
be released in the coming 
weeks. 

The Babe sequel suffered 
badly from heavy weekend 
competition for family audi- 
ences, which included Walt 
Disney’s It’s a Bug's Life, a 
■computer-animated produc- 
tion which grossed almost 
$84m. The Bagrats Movie 
and The Waterboy, also drew 
large audiences. 


Shell, Texaco 
call off talks 


By ThoroM Barker 

Royal Dutch/Shell and 
Texaco have abandoned 
talks on their proposed Euro- 
pean downstream alliance. 

A non-binding memoran- 
dum of understanding cover- 
ing the ofl products market- 
ing and manufacturing of 
the two companies was 
signed in September. 

Paul Skinner. Shell Oil 
Products Europe’s president, 
said: “Although a joint ven- 
ture review by teams from 
both companies had con- 
firmed the synergy benefits 
originally envisaged, we 
have concluded that the pro- 
posed venture would not 
maximise shareholder value 
for both companies.” 

Tbe company declined to 
comment whether tbe deci- 
sion was related to tbe 
recent mergers in the indus- 
try and whether either of the 
companies was in merger 
discussions. 

Margins in the European 
downstream market have 


been under pressure over 
the last few years, although 
they have improved this 
year leading to a number of 
informal dlseussions-s. 
between oil companies to«r- 
pool their assets and takeie 
out capacity. The most suc-is- 
cessful so far has been the S, 
link between Mobil and BP. n- 
These deals are notori- al 
ously difficult to negotiate, a- 
becanse of the high value of in 
assets involved and industry 
observers were not surprised of 
that the deal bad faltered, it 
Shell said there were a >d 
number of complexities that ts 
had not been envisaged at rc 
the time of signing the mem- re 
orandum of understanding: is 
“It is a straightforward case ' 
of a joint venture not getting *e 
off the ground because of ;h 
certain issues.” It was ;e 
unable to specify what these n- 
issues were. w 

It confirmed that the aUi- le 
ancc with Texaco in tbe US. *d 
which was recently given r- 
regulatory approval, would e, 
be unaffected. is 


Loblaw improves 
Provigo offer 


jf 


By Scott Morrison In Toronto 

Loblaw, Canada’s largest 
food retailer, appears set to 
strengthen its presence in 
Quebec after the company 
yesterday sweetened its offer 
for Provigo, the province’s 
leading supermarket chain. 

Loblaw raised Its C$1.71bn 
cash and stock offer to 
C$1.78bn (US$Ll6bn), follow- 
ing talks with the Caisse de 
depot et Placement du Que- 
bec. the provincial pension 
fond that owns 36 per cent of 
the supermarket group. 

Loblaw said it “fully 
expected” the pension fond 
would sign a lock-up agree- 
ment by 5pm Monday east- 
ern time. It said that prior to 
increasing the offer, about 
65 per cent of Provigo shares 
were tendered, representing 
95 per cent of tbe shares not 
owned by the Caisse. The 
■pension fond did not meet 
last Friday's deadline to ten- 


der shares, in what appears 
to have been an attempt to 
extract a higher price or a 
larger cash component. 
There was also widespread 
speculation that the fund 
wanted to avoid making a 
decision before yesterday's 
provincial election. 

Hie sale of Provigo, which 
would give non-Qu&becois 
significant control or the 
province's food distribution 
system, was seen as a politi- 
cally sensitive issue. 

Loblaw bid for Provigo 
amid intensifying competi- 
tion within the industry due 
to slower growth in the 
Canadian food retail market 
and increasing concern that 
US retailers might expand 
into Canada. 

The deal, and another 
move to acquire stores in 
eastern Canada, would 
extend Loblaw's national 
reach and provide it with 
annual revenues 6f'C$l7tm. 
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Find out more on December 18 , 1998 . 
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THIS NOTICE B IMPORTANT AND REQUIRES THE IMMEDIATE ATTENTION OF BONDHOLDERS- BONDHOLDERS WHO ARE IN ANY DOUBT AS 
70 THE ACTION THEY SHOULD TAKE OR AS TO THE CONSEQUENCES FOR THEM OF ANY PARTICULAR ACTION SHOULD CONSULT THEIR 
STOCKBROKER. LAWYER. ACCOUNTAfTT OR OTHER PROFESSIONAL ADVISER WITHOUT DELAY. 

THE SHARES OF ZURICH ALLIED AG HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933 (THE 
“SECURITIES ACT) OR ANY OTHER SECURITIES LAWSAND MAY BE OFFERED AND SOLDONUf IN TRANSACTIONS THAT ARE EXEMPTFROM 
THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT. THE SP ECIAL PREMIUM CONVERSION OFFER IS BEING MADE IN THE U NTTE D 
STATES ONLY TO QUALIFIED IN&TmmOWAL B UYERS TN A PRIVATE OFFERING UNDER SECTION 4{2; OFTHE SEO/RITIES ACT AND OUTSIDE 
THE UNITED STATES IN OFFSHORE TRANS ACTIONS IN RELIANCE ON REGULATION SUNDER THE SECURITIES ACT 

NOTICE OF SPECIAL PREMIUM CONVERSION OFFER 




ZURICH 

Zurich Insurance (Jersey) Limited 
U.S.$731 ,610,000 

1 percent. Convertible Bonds dtieZOQS (the “ Bonds”) 
t principal ant nmtafcvUiwv&ig Bondr USJ 62 S.IJO.OOO) 

Guaranteed on a subordinated basis by 

Zurich Insurance Company 

and convertible in id registered stares of 

Zurich Allied AG 

NOTICE IS HEREBY GIVEN tbm Zurich Insurance Company rZaridO often (the “Sperfd Presume Comerdoo Offer) n the lxddera of Bonds 
("BMdbeJdm') issued fey Zmkb Insurance (Jcney) Limned rZaricb Jernyl ihe rigbi to receive a payment oTU.SJttL50 in respect oTeadiUJJi I D00 principal 
amount of Bomb convened in xeoduice with die terms md conditions of the Bonds into fully paid registered Jhares of S ft 10 each tf Zurich Allied AG (“Stares" 
and “Zurich ABM”, respectively) pursuant to the Special Pieunum Coowsrekm Offet subject in and upon trie teams and subject to the provisions set forth in ihe 
Special PnaBinm Cocxtstoc Notice available from any Convtnriun Ageaia and as pn h tist m d in the Lmembmaef Rfon w I Dsante I9W. 

TheSpcriaJj^rnihimCtaveraiwOffo period wiU commence Co 1 December 1998 and ttpiicW 12X0 Zurich nme. on 9 IRxanba- 1999 wsudhlaiEr fere 

as Zurich may determine. Zorich reserves die right to tenohnie or cancel or f subject as provided in fliis notice) to modify or amend the Special PiamnmComenkm 
(Xfiyagny time in is sole discretion. 

l? t! ^ml?eh^r^IffB n !ld hnl< V‘ , * r u,olll,ll lrnrilgS P™* > FrwmimiChmimraOffr+ariUhadrihreredMprovidcriwihclEnnsa ndcnri ditioarLoflfaeBoadrLRwtnBat 
of ihe Coaversion Preaunro Id respea of Bonds convened pwsuanl to *e Sped*! Prennara CoovOTian Offer will be transferred lo ihe account of Ihe relevant 
Bondholder specified in the relevant Special Coavcrskm Request Form for value on the Pnanhim Payment Dale. 

The rights and obhgsdons as between BocxSioiders and Zorich in respect of aay coo versioo of the B<«ri pursuamfo the Specasl PnamiunCooverson Offer shall be 
die same as would be oppficaHe in respect of on exercise of Coavenkra Rights pursuant kt the terms and conditions of dio Bonds, and are supplemented by (he terms 
of the Special P r e rm otu Conversion Offer. 

a ftwtBttritai A » hwimrttnml frfyvr ariibin the rm-amnp of Rule I44A under (te Securities Act will be required apoucoavcraKmandcr tins Special 

Preraiura Cboversjon Offer to provide certain representations. 

Pursuant to the term* and ffloditioiM of tiu Bunds, Zurich Jersey has Ihe right lo redeem the Bonds at tbtir Amortised Prindpu] Amount, pte ucrrned 
Infarct, at any rime if fee principal amount of Bonds outstanding shall he US£58,MOjOM or less or at any time after IS April 2000. 

DefUtkns 

Tans defined in the terns and ooudiwms of the Bands shall have (be same meaning in (his Notice of Special Premium Converskm Offer, unless o t h erwi se defined 
heron. As used bertat 

"fcatiacai day' 1 means a day lather dun a Saturday or Sunday Ion which commercial banks are open for business in Zorich. London and New York Oty. 

Tremfcun Payment Dale" means die eighth business day following ihe last day of the Special Prenrimn Couvenwo Offer Period. 

“Spend Prenrimn Canrershra Offer Period** means the period eorameoring ou I December 1998 and expiring at IlflO midnight. Zorich time, on 9 December 
1998. or such later date as Znridi may determine. 

“SpeeM CbomsoB Request" means Ac special premium eourersion request studied to the Cauvestou Notice sad to be completed ^BoudhoUea is enter w 
corned Bonds pursuant ro die Speoal Premium Con version Offer. 

Morgan Sianhy&C^Ip tc niaiionri Untiled and UBSAGwfflrectlre certain co«n»Ht«H»nmnapttl of tire SpcdalPmirinn Gm rM' ritw Otftg 
Now of Zurich Jersey, Zurich, Zurich Affied, the Company, Otfoocp TVustee Company limited as Trustee tn rehnloa to tba Bonds, Morgan Staufoy&Cn. 
Ixa iH onal liaBH nr rats >*?, r— Wr t ■" whn« *" *>»Sr* h * R**"**™ Twwwbm fww. Bminlda s «■—■* fwfca their own 

derision with record to participating In the Special Prenrimn Convection Offer, and dwU eonsott tbrir own pnCesrional advisers. 

The Coavenion Natkr. containing the Special Pnmlum Cottvmion Request in relation to die Special Prenuum Cdmmwn Offer, max be attained during dir Special 
Premium Conversion Offer Period ftnm any ef'tht CoiwmUxiAxfnt* tpecified betm- at any time dnrin% normal Uainea htntt 


Cttihanb, N-A- 
P.O. Box 18055 
5 Carmelite Sneer 
Lorukm EC4Y 0PA 

Anention: Cbaries Stroog/Smad Hone 
Tcfcpbooe N« 444 171 3Q838Z3MB 
Facsimile No: +44 17 1 508 3876T7 


TheCHRnkaAcati 
BancpK Intcrnatioaale k iarxemboui SA. 

69 touted' Each 
L-2953 Liaembottig 


Qdbank,NA. 
Buikfing726 
1931 Bracaja 
Belgium 

Atrentkm: Fiscal sad Listing Ageades Anenrion: Guido Huoscboot 
Telephone No: +3524590 1 Telephone Noe +322351 6372 

Facsimile Na +35245904227 Fac»mleNo:+32275l 6170 
Any tuqvifit* In relation w the Special PiemaanCtmersioitOffi* should be directed n: 

Macgpn Stanley & Co. Intenratfan^Lbiiftcd Warimrg DHlon Rend 

25 Csbat Square. Canary Wharf Eampe stra sse 1 2 finsbury Avenue 

London El 4 4Q A CH-8I5Z OpSkon London EC2M 2PG 

Anemna: CStris CUeuum AnenrioarZenoDuen Attention: Douglas Fhwell 

THepbcne No: +44 171 425 6255 Telephone No: 44 1 1 2394666 1WepboucNoi-t44 171 5682098 

Facsimile N« +44 171 4256999 Fttcshuile No: +41 12393873 Pacsunfle No: +44 1715681081 


UBS AG 

Max-H6gger Strasse 80 
CH-8098 Zurich 

Anearion: Erich Vogel 
Teleptume No: +4] 1 2388412 
FacsbmfcNoi-ai 12387007 


Zurich hrsurance Caapmiy 
Mjtbenquai 2 
8022 Zorich. Switzcrtand 
Attention: Christian SpedchanJt 
THephtmaNo: +41 16253222 
Facsimile Not +4 1 1 625 3499 


THE SPECIAL PREMIUM CONVERSION OFFER IS WITHOUT PREIUTHCE TO THE RIGHTS OF BONDHOLDERS TO EXERCISE CONVERSION 
RIGHTS IN RESPECTOF BONDS PURSUANTTDCONDmON6QFTHETER>fSANDCONDmONSOF7HEBONDS. 

Zurich Insurance Company 1 December 1998 

Andwrised by Moi^n Stanley & Co. Imenunianal Limited, tcgulated in die conduct of in vestment business bjr the Securiies and frames Authority. Mutpa Stanley 
ftCo. lu l u ug tonal Limited and UBS AG orthcirttapectlvc assoc ia te s may haveahokfingia the Bonds aadfar the Shares and may have pro »kied within the previous 
12 ruontlissi gni Bca n tadricc or in v estm ent services in relation to the Bonds andfor the Shares ora related investment- Prices, values or income may fan igamsten 
investor's interests and the investor nay get back lea than he invested. The Bonds are denominaiod in US. Doftare aid the Shares are denominated in Swig Francs. 

fT»wp-cH'rh>^.w«nfi-T«+m.igrniiiy yjlia-.nrpriCTnfthy Bnrefaanri/fTrgw^ 


This announcement appears as a matter of record only. 



B.U.S Berzelius U m welt-Service AG 

{Duisburg, Germany) 


and 


Deutsche Bank AG 

(New York Branch) 


are pleased to announce the establishment of a 
Sponsored American Depositary Receipt { ADR) 
program and the availability of trading on the 
over-the-counter market under the symbol BUSGY. 

B.U.S Berzelius Umwelt-Service AG is a European 
processor and recycler of hazardous 
waste from steel and aluminum production. 


Deutsche Bank AG 

Depositary 

New York, New York 


Deutsche Bank AG 
Custodian 
Eschborn, Germany 


Deutsche Bank 
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DEUTSCHE TAKEOVER: ANALYSIS 



Alliance banks on speedy integration 

Deutsche and Bankers Trust aim for a rapid convergence of cultures, reports Tony Barber 


A pained expression 
crossed the features of 
Frank Newman yester- 
day when he was asked how 
easy it would he to blend the 
supposedly aggressive, risk- 
taking culture of Bankers 
Trust, the US bank of which 
be is chairman, with the 
more reserved style of Deut- 
sche Bank. 

“Sometimes these easy 
caricatures are not very 
accurate,” he replied, con- 
tending that the unification 
of Deutsche and Bankers 
Trust would mean better 
products and service for cus- 
tomers, wider geographical 
coverage and greater exper- 
tise in financial markets. 

Discussion about the 
alleged difference between 
“Anglo-Saxon” and continen- 
tal European banking cul- 
tures returned to the agenda 
on both sides of the Atlantic 
last month, when it became 
known that Deutsche was 
thinking of buying Bankers 
Trust as part of its plans for 
rapid expansion in the US. 

Bankers in New York, 
London and Frankfurt 
pointed out that Deutsche 
bad experienced difficulties 
in assimilating Morgan 
Grenfell after it bought the 
UK investment bank in 1369, 
and that its attempts at 
breaking into the US invest- 
ment banking market had 
all but come to grief a mere 
six months previously. 

But with Rolf Brener, 
Deutsche’s chairma n, listen- 
ing in silent ap prov al at his 
g j irig , Mr Newman explained 
that Bankers Trust was a 
very different animal today 
to what it had been before 
he joined the US bank as 
senior vkfrcbairman in 1995. 

In 1993, he said, 72 par cent 
of Bankers Trust’s net 
income had come from trad- 
ing in emer ging marked and 
other relatively high-risk 
sectors. By 19B7, that propor- 
tion bad shrunk 16 per cent. 

“'Bankers Trust has moved 
irmrh more towards client- 
oriented business, and a long 
way from proprietary trad- 
ing," Mr Newman said. With 
Deutsche Bank, u w» share a 
common set of values based 
on professionalism, team- 
work and client service”. 

For his part, Mr Breaer 
insisted that Bankers Trust, 
wbk*h lost $488m in the third 
quarter this year, had 
always been Deutsche’s first 
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choice as a US partner. “The 
cultural differences between 
[usl and. Bankas Trust are 
small, as bath are committed 
to the same relationship- 
banking philosophy, ” he 
said. 

Mr Brener also said Bank- 
era Trust was a good fit for 
Deutsche as it would supply 
many highly rated equity 
analysts, notably tn Europe, 
and was strong in high-yield 
debt Arranging - “This is a 
business area which we 
want to expand together, 
particularly in Europe.” 

Nevertheless it is clear 
Deutsche believes it has 
learnt important lessons 
from its experience with 
Morgan Grenfell, as well as 
from its attempt to buDd a 

nS tnwrimflitf hawking nper- 

ation virtually from scratch 
by hiring hundreds of staff 
at great speed and expense. 

Unlike Morgan Grenfell, 
Bankers Trust is to be inte- 
grated into Deutsche Bank 
from the beginning. Mr 
Bieuer leads an integration 
team that also includes Mr 
Newman, as well as Josef 
Ackermann, Ronaldo 
Schmitz and Jflrgen Krum- 
now from Deutsche’s man- 
agement board. 


“The speed of integration 
is of the utmost importance. 
We are not believers in co- 
managed constructions,” Mr 
Breuer said, adding that the 
sole exception to this rule 
was that Mr Newman and 
Mr Ackermann would share 
responsibility for Deutsche's 
Global Corporates and Insti- 
tutions division. * 

Mr Newman is to focus on 
the Integration of Bankers 
Trust with Deutsche’s busi- 
ness in the US, where sev- 
eral thousand of its 76,000 
staff are already based. 

T he German bank wants 
to avoid a repetition of 
the episodes earlier this 
year, when the head of its 
Wall Street operations 
resigned, followed by more 
than 100 technology special- 
ists in Sham Valley. 

Deutsche has put aside 
about 9400m in “retention 
money” - incentives to stay, 
which will be paid out to 
highly valued staff over the 
next two years or so. How- 
ever, Mr Breuer, aware of 
recent criticism. in Germany 
of the size ot salaries paid to 
US-based staff stressed that 
the bank did not intend to 
spend the entire 9400m. 


For all its enthusiasm 
about the prospects unfold- 
ing before it in tin* US, Deut- 
sche Bunk regards itself pri- 
marily' as a European bank. 

“We want a profile os the 
bank for Europe, and we 
seek a clear leadership posi- 
tion in this most important 
growth market for financial 
services,” Mr Breuer said. 

“In future, we shall be a 
European bank with an 
American platform second to 
none." 

Questions are still likely to 
be asked about whether 
Deutsche’s acquisition of 
Bankers Trust will enable it 
to compete successfully 
against the big ITS invest- 
ment banks. 

Goldman Sachs, Morgan 
Stanley Dean Witter, Merrill 
Lynch and others not only 
dominate Wall Street but, as 
one banker in Frankftut put 
it. have grabbed so much 
business in Europe tn the 
1990s that “they are eating 
the Europeans’ lunch for 
them”. 

The challenge facing Mr 
Breuer and his colleagues is 
to prove they can get more 
than the few crumbs of busi- 
ness that fall off the big 
boys’ table. 


$400m set aside for gold handcuffs 


By Tracy Corrigan in New York 


Deutsche Bank has set aside 
$400m in retention money to 
tie key executives to the 
firm in the wake of its 
takeover of Bankers Trust, 
but indicated it did not 
expect to spend the entire 
retention pool 

Deals were negotiated 
with five senior Bankers 
Trust business heads prior 
to the formal merger 
agreement reached on 
Sunday. 

The executives involved 
were Yves de Balmann and 
Mayo Sbattock, the US-based 
co-heads of Investment 
banking; Ted Virtue, head of 
corporate finance, and Mary 
Cirillo, head of global 
custody and processing, and 


Robert Ferguson, the head of 
BT Australia. 

Frank Newman, the chief 
executive officer of BT and 
Josef Ackermann, a member 
of Deutsche Bank's 
Vorstand, or executive 
board, will jointly head the 
global and corporate and 
Investment banking 
activities. 

But it was unclear 
yesterday how the retained 
BT executives would fit into 
the structure of the merged 
firm and how the business 
would be split with senior 
Deutsche Securities 
executives is the US, such as 
Barry All entice and Edson 
Mitchell 

"Four hundred million 
dollars seems to be a heck of 
a lot of money," observed 


Derek Sword, banking 
analyst at Keefe Bruyette 
and Woods, the US 
brokerage. 

He added that the proj- 
ected operating cost savings 
at Bankers Trust of 30 per 
cent appeared ambitious, 
given that the firm had 
already improved its effi- 
ciency in recent years. 

Deutsche has gained a rep- 
utation in the US market for 
paying top dollar to recruit 
senior staff in its efforts to 
build its US business. 

However, Deutsche has 
also suffered from defec- 
tions, most notably the 
departure of technology 
investment bankers Frank 
Quattrane and his San Fran- 
cisco-based team, who left 
for Credit Suisse First Bos- 


ton earlier this year. 

The move followed a scal- 
ing back by Deutsche of its 
ambitions in the US market 
as part of a global restruct- 
uring of the business and the 
departure of the head of its 
US business, Carter McClel- 
land. 

Deutsche Bank Chairman 
Rolf Breuer said yesterday 
that there would be 5,500 lay- 
offs worldwide, mainly in 
London and New York, 
affecting both BT and Deut- 
sche staff. However, he also 
said there were few overlaps 
in terms of the banks’ busi- 
ness activities. 

Like the merger of Citi- 
corp and Travelers 
announced earlier this year 
“it’s very short on detail", 
said Mr Sword. 


Asset manager 
powers increase 


By Tony Barber kt Frankfurt 


Deutsche Bank’s takeover of 
Bankers Trust does not lift 
the German bank overnight 
into the top league of world 
investment banks, but it 
adds considerably to Deut- 
sche’s muscle as a global 
asset manager, banking ana- 
lysts said yesterday. 

Deutsche estimates that 
Bankers Trust had $3lBbn in 
assets under management at 
the end of last year, com- 
pared with $279bn for Deut- 
sche itself. Measured against 
the world's leading asset 


managers, the US bank stood 
in loth {dace and Deutsche 
in 14th place. 

AD that will change, how- 
ever, as a result of the take- 
over. The combination of 
Bankers Trust’s assets with 
those of Deutsche will cata- 
pult tiie German bank into 
fourth place, behind UBS 
With $736bn. Fidelity with 
$62ffbn and Kampo with 
9622bn, according to Deut- 
sche's end-of-1997 figures. 

Deutsche’s chief executive, 
Rolf Breuer, emphasised that 
Bankers Trust’s strength in 
asset management, an 



Figuring it out: Deutsche Bank HQ in Frankfort 


increasingly lucrative field 
of business for banks, was 
one of the most attractive 
features of the takeover. 

"Asset management, cus- 
tody and high-yield debt are 
the very areas we have iden- 


tified as important pillars of 
growth in the euro-area in 
the next few years," he said. 
“Here, the entire wealth of 
experience of Bankers Trust 
and additional economies of 
scale are now available.” 


Jobs cull clouded by confusion 


By Clay Harris, 

Banking Correspondent 


The “best of breed” will 
survive Deutsche Bank’s 
takeover of Bankers Trust, 
according to Rolf Breuer, the 
German bank’s chairman, a 
choice of words which had 
his own executives wincing. 

This leaves 5,500 Jobs, 
nearly G per cent of the 
banks' combined worldwide 
total, destined for the abat- 
toir. 

Staff from both Fwnltc had 
received little guidance last 
night on the timing and. dis- 


position of job cuts. Even 
senior managers knew little 
more about the execution of 
the merger than they had 
heard and seen on live 
broadcasts of the press con- 
ference yesterday morning 
in Frankfurt. 

Frank Newman, chairman 
and chief executive, assured 
Bankers Trust employees 
that 1998 bonuses and pro- 
motions would be unaffected 
by the takeover and would 
be announced as usual in 
January. 

Deutsche staff did not get 
even that much guidance. 


This leaves staff poten- 
tially facing months of 
uncertainty before the target 
completion date of May 1999. 
Deutsche could face a replay 
of the messy publicity which 
attended the merger of 
Union Bank of Switzerland 
and Swiss Bank Corporation. 

Mr Breuer told foe press, 
conference the brant of job 
losses would come In Lon- 
don and New York and Indi- 
cated about a quarter would 
come from each of four 
areas: global .markets (fixed 
income), global equities, 
information technology and 


other operations, and all 
other areas. The two banks 
together employ about 9,700 
people In the UK - with 
Deutsche Bank accounting 
for BJ200 and Bankers Trust 
for as OO, 

Most work in London, but 
the US bank has l.Uffl staff 
in Edinburgh, where It 
is one of the biggest employ- 
ers. 

The Integration committee 
will be headed by Mr New- 
man and Deutsche's Josef 
Ackermann, who will jointly 
run the global corporates 
and institutions arm. 
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COMPANIES & FINANCE: EUROPE 


Volvo to cut 5,300 jobs in drive on costs 


?»Vra Burt n Stockholm 

Volvo. the Swedish 
automotive group, yesterday 
unveiled plans £ 5wB 
jobs - 0r 7 per cent of its 
workforce - in a sweeping 
restructuring aimed -at cut- 
ting costs by SKrtbn ($368m) 
a year. 

The company, which has 
been hit by sharply reduced 
demand in Asia and Brazil, 
warned of job losses in all 
six divisions as part of a 
drive to lift profit mar gins 
from around 4 per cent to 6-7 
per cent. 

“The group’s earnings 
capacity is insufficient and 
we must now take actions to 
ensure Volvo's long-term 
competitiveness,” said Leif 


Johansson, chief executive. 
Mr Johansson predicted that 
most of the jobs would go. 
before the TnldcTio of next 
year, although Volvo would 
not enjoy the full impact" of' 
the savings before 2000. 

The move, follows -a. 
lengthy internal review, in 
which divisional managers ' 
were asked to propose a raft 
of cost-saving options. 

“We have been dissa tisfied - 
with the pace at which we' 
have reduced our costs.” Mr 
Johansson added. He- 
warned, however, that the 
cutbacks would form just 
one part of a wider overhaul 
to Improve pre-tax profits,' 
which fen from SKrl0.7hn to 
~SKr7.9bu in the first nine 
months of the year. 


The scale of the cutbacks 
- concentrated mainly in the 
car and truck division - sur- 
prised many industry ana- 
lysts. 

“It Is a much more aggres- 
sive package than we 
expected, ft looks as though 
many observers were over- 
optimistic in their numbers," 
said John Lawson, automo- 
tive analyst at Salomon 
Smith Barney in London. 

In Stockholm, Volvo’s 
most commonly traded B 
shares rose SKr2 to SKrl80, 
even though the company 
declined to specif? the likely 
restructuring costs which 

would he involved- 

Mr Johansson said senior 
managers would draw up a 
restructuring provision litter 


this month, which would be' 
taken against the company’s - 
fourth-quarter results. 

Of the prospective job 
losses, some 3000 are expec- 
ted among white-collar staff 
and the remainder among 
production workers. 

In addition, the - company 
said it would reduce the 
number ' of ' consultants ' 
working with the group by 
TOO'. 

the heaviest cuts are 
likely in Volvo cars, where 
some i£00 jobs will go. 

Mr Johansson emphasised 
that the cutbacks did not 
reflect any problems in the , 
group’s product cycle. 

This was dominated by the 
launch earlier this year of its 
S80 flagship sedan car. 


Drugs groups 
launch Aventis 
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Emerging markets help lift Carlsberg profits 


By Tim Burt in Stockholm 

Carlsberg. one of the world’s 
largest brewery groups, yes- 
terday reported sharply 
increased full-year profits as 
disposal proceeds and 
growth in emerging markets 
offset sluggish demand in 
Europe. 

The Danish company saw 
pre-tax profits rise from 
DKrl.76bn to DKr2.22bn 
($34 lm) in the 12 months to 


September 30, . on sales 
up from DKrl9.4bn to 
DKr2&3bn. 

But Flemming Lindelov,- 
chief executive, warned that 
profits in the current year 
would be dented by restruct- 
uring and investment costs, 
as well as the absence of 
large one-off gains. 

“Large investments are 
obviously a drain on liquid- 
ity and as no significant 
gains from the sales of mar- 


Fiat office deal 
is Italian first 


By Norma Cohen, 

Property Correspondent 

Fiat Group, the Italian 
industrial group, is to sell a 
group of Turin office build- 
ings to a newly created spe- 
cial-purpose company to 
form Italy’s first securitisa- 
tion of commercial real 
estate. 

The US-based investment 
bank Morgan Stanley, 
arranger of the deal, said the 
transaction was valued at 
L420bn ($248m) and was 
financed by a 22-year debt 
facility to the special-pur- 
pose company from a group 
ofltalian banks, 

Untferr the term'd cif the 
deal, Flat will realise LlSGta 
of capital gains but will con- 
tinue to occupy the build-', 
ings as a tenant for the 
remainder of a 22-year lease. 
Roughly 30 per cent of the 
22-year loan will amortise 
over the life of the deal. 

Morgan Stanley will own 
the equity in the special-pur- 
pose company and will have 
an opportunity to sell or 
redevelop the properties at 
lease expiry. 

Guido Lombardo, execu- 


tive director of securitisation 
for Italy and Spain at Mor- 
gan Stanley, said Flat bad 
been motivated by its desire 
to raise fresh capital to 
invest in its core business, 
and had decided it did not 
vriah to tie up its existing 
resources in real estate. 

“From Flat’s point of view, 
they have employed an Eco- 
nomic Value Added view 
and decided that capital 
employed in real estate does 
not offer as high a rate of 
return as capital employed 
in their core business." - 

EVA analysis attempts to 
measure average weighted 
cost of capital and compare 
it to return on capital. 

“This deal Is particularly 
relevant for companies with 
investments in large assets 
with alternative uses”. Mr 
Lombardo added, noting that 
for historical reasons, Italian 
corporates had extensive 
real estate holdings. . 

Lead bank to the loan is 
Efibanca and the syndicate 
includes Centrobanca. Inter- 
banca, Banca Mediocredito, 
Unicredlto Italiano, Medi- 
ocredito di Roma and Banca 
di Roma. 


NEWS DIGEST 


ISRAEL ; 

Banks held back by 
economic slowdown 

Israel’s two biggest banks yesterday reported "mixed _ 
results for the first nine months, but analysts said growth 
at both Bank Hapoalim and Bank Lsumi continued to be 
held back by Israel’s economic slowdown. 

Hapoalim, the biggest bank, said net profit slipped 1 per 
cent, from Shk878m, in the first nine months of 1997 to 
Shk871 m ($207 m) this year. But profits this year were 
buoyed by one-off Income of Shk63m from the sate of a 
subsidiary. Profit from financing income before doubtful 
debt provisions fell 4 per cent, from Shk22Bbn to 
Shk2.859bn over the same period. 

Top line income at Leumi. Israel’s secondbigg^t, 
less than 1 per cent in first three quarters, from Shk2S9bn 
last year to Shk3.02bn this time. Net income - excluding a 
Shk494m one-off item last year - jumped 18 per cent, 
from Shk566m to Shk667m. But Uumi’s income was lifted 
bya sharp fall in its tax rate this year, and pre-tax operat- 

l.rfper cent to Shk8.04 yesterdayj-euml d ‘™\£; 85 
per cent to ShkS.81. Analysts said stagnant loan growth 
wL the main reason for the mixed showing. . 

Israeli banks may also facea 

to foreign currency \ toans/^d 
of Moody’s, the ratings agency. Avf MacWis, Jerusalem , 


ketable shares and bonds are 
foreseen, a negative finan- 
cial ingmnp in years to 
come must be expected," he 
said- “Consequently .total . 
group profit is expected to be 
considerably lower in 
1998-69." 

Shares in the company fell 

DKrl3.20 to DKJ361A0 in 
Copenhagen, partly because 
the results fell short of some 
analysts' expectations and 
the company’s cautious view 


of current trading. Carls- 
berg’-s results in the past 
year were flattened by 
DKr243m of one-off gains, 
mainly from the sale of non- 
core subsidiaries and surplus 
property assets. 

At the operating level, 
however, profits rose from 
DKxl.26bn to DKrl.55bn 
after strong growth In south- 
east Asia and eastern 
Europe. Tbat helped Carls- 
berg withstand a 6 per cent 


decline in beer sales in Den- 
mark and mixed demand in 
the UK. where pre-tax profits 
from its Carlsberg-Tetley 
subsidiary fell from 
DKr544m to DKr43lm. 

Mr Lindelov said the 
group would seek to address 
weak market trends in those 
countries by shutting brew- 
eries and divesting excess 
capacity. 

In the UK. the company 
has already announced plans 


to concentrate beer produc- 
tion at two sites in North- 
ampton and Leeds. 

The group also predicted 
significant future contribu- 
tions from Coca-Cola Nordic 
Beverages, Its joint venture 
with Coca-Cola of the US, 
which was formed last year. 

Mr Lindelov said interna- 
tional competition was 
intensifying and he pre- 
dicted further consolidation 
in the brewing industry. 


By David Own hi Paris and 
Graham Bowtey in Rankftat 

Hoeehst and Rhbne-Poulenc, 
the German and French 
pharmaceuticals groups, will 

today announce the combi- 
nation of their drugs and 
agrochemicals businesses 
into Aventis, the world's 
largest life sciences 
company. 

The merger, one of the big- 
gest industrial deals under- 
taken in Europe, will be 
announced in Strasbourg, 
the French city close to the 
German border where the 
new company is to be based. 

The two companies have a 
combined turnover of about 
$20bn. 

Mare Vienot, the veteran 
French banker and corporate 
governance expert, is set to 
be named chairman of the 
joint venture's supervisory 
i board, with Jurgen Dor- 
j mann. the Hoeehst chief 
executive, expected to head 
the executive committee. 

Pharmaceuticals opera- 
tions are to be based in 
Frankfurt and headed by 
Richard Markham, another 
Hoeehst executive. Agro- 
chemicals is expected to be 
located in Lyons and headed 
by a senior Rb6ne-PouIenc 
executive. 


Individuals close to the 
transaction suggested that 
about 90 per cent of the com* 
bined assets of Hoeehst and 
Rhflne-Poulenc are to be 
merged, with the rest des- 
tined to be sold over the 
next two to three years, as 
market conditions permit. 

For Rhone-Poulenc, this 
means principally Rhodia, 
the specialty chemicals busi- 
ness it partly spun off earlier 
this year. For Hoeehst, inter- 
ests to be disposed of include 
its stakes in Clariant, the 
specialty chemicals business, 
Messer, the industrial gases 
group, and Wacker, another 
chemicals company. 

Due partly to the fiscal 
and legal difficulties 
involved in merging two 
companies from different 
European countries, Rhbne- 
Poulenc and Hoeehst are 
likely to continue to exist as 
quoted shell companies dur- 
ing the period. 

The planned structure is 
being referred to as the dual- 
listed company system and 
has been compared with the 
situation at companies such 
as Dexia, Fortis and Reed 
Elsevier. 

Rhdne-Poulenc is being 
advised by Rothschild and 
Goldman Sachs, and Hoeehst 
by Lazard. 
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Explosive combination lies 
behind feted Viag merger 


The potential for personality clashes loom large within the 
new group, say William Hall and Frederick Studemann 


T he planned marriage of 
Vlag-, the lumbering- Ger- 
man conglomerate, with 
Alusuisse Lanza, a smaller 
but more profitable Swiss 
conglomerate, Is billed as a 
merger of equals underpin- 
ned by powerful industrial 
logic. But it is also a poten- 
tially explosive combination. 

The success of what will 
he Germany's sixth biggest 
company rests heavily on 
two relatively untested chief 
executives who have to 
speak English to communi- 
cate. Wilhelm Sirasoc, 60, 
chief executive designate of 
the enlarged group, only 
became Viag’s chief execu- 
tive in July, while Sergio 
Marchionne, 46. who will be 
his deputy, has only been 
running Alusuisse since 
April 1997. 

The merger has satisfied 
Mr Sims on's ambition to 
wean Viag off its depen- 


dency on energy for 80 per 
cent of its profits. But for 
Alusuisse shareholders, who 
will own 35 per cent of the 
enlarged group. It also 
means half their future earn- 
ings per share will now come 
from the profits of Bayern- 
wcrk, Germany's third big- 
gest utility which generates 
more than half of its electric- 
ity from nuclear power. 

Bayernwerk’s profits are 
likely to be hit by the liberal- 
isation of Europe’s energy 
market, while at home the 
sector faces potentially diffi- 
cult times at the hand of a 
new government committed 
to decommissioning nuclear 
power plants and higher 
taxes on energy usage. 

In addition, a large part of 
Bayernwerk's profits is 
being invested in Viag Inter- 
kom, a late entrant into 
Europe’s deregulated tele- 
coms market. The hope is 


that telecoms will break 
even by 2001 and become a 
“very strong earnings gener- 
ator”. But for the moment it 
is no more than a venture 
capital investment 

The outlook for the share 
price of the enlarged group 
has been further unsettled 
by the indication that the 
state of Bavaria, Viag’s big- 
gest shareholder, wants to 
sell part or all of its 25 per 
cent stake next year so that 
it can invest more in Bavar- 
ia’s high-tech industries. 

The final ingredient in this 
potentially explosive cock- 
tail is the nomination of 
Martin Ebner, Switzerland’s 
best-known corporate preda- 
tor, and Christoph Blocher, a 
close business ally, to the 
supervisory board of the 
enlarged group. 

Neither was on the Alu- 
suisse board, even though 
they had been building up 



companies " togwUMM* rests 
solely on the benefits of 
merging Viag’s underper- 
forming industrial busi- 
nesses with Alusulssels more 
profitable, operations, which 
are roughly half the size. 


Best of friends: Sergio Marchionne, left, and Vffihetm Sfanson. Bat others bam CBteranft prtoifiias 


large stakes in the company. 

Mr Ebner's emergence as a 
leading shareholder in a 
company is often a sign that 
things are about to happen. 
Last year Winterthur, Swit- 
zerland's fourth biggest 
insurer, was forced into the 
aims of Credit Suisse, and 
UBS lost its management 
independence when it 
rushed into a merger with 
the smaller Swiss Bank Cor- 
poration. In both cases Mr 
Ebner was a power behind 
the scenes. 


The difference now is that 
for the first time Mr Ebner is 
taking a seat on the supervi- 
sory board of a large com- 
pany. Although analysts 
often dis miss the importance 
of supervisory boards - espe- 
cially when half the 20- 
strong body will be staff rep- 
resentatives - it would be 
dangerous to underestimate 
the importance of Mr 
Ebner’s presence. 

For the moment Mr Ebner 
and Mr Blocher, who runs 
EMS Chemie, a smaller rival 


of Alusuisse's Lanza chemi- 
cals fro smesy, appear to be 
strong supporters of Mr Mar- 
chionne's management 
ideas. But the scope for fric- 
tion is considerable. 

Mr Marchionne is a groat 
believer In diversified con- 
glomerates. Mr Ebner pre- 
fers more focused compa- 
nies. and It would be 
surprising if he did not push 
for the energy and telecoms 
businesses to be spun off in 
the not too distant fixture. 
The case for putting the two 


I n terms of restructuring Its . 
industrial operations, Viag 
is In the same state as Alu- 
suisse was five years ago. 
Over the period Alusuisse 
has raised itt ; return on 
equity from lees than 6 per 
cent to close to SO per cent, 
and its share price has risen 
from a low of SFr385m in 
1998 to SFr 1,820. 

The hope is that Mr Mar- 
chionne and his team can 
work the same magic on 
Viag, which has three times 
the staff and three rimes the 
revenues of Alusuisse but 
earns only twice as much 
money. The new . group,, 
whose 1997 pro-forma net', 
income was DMl.Bbn 
($937m). believes it can- 
achieve DM570m of annual 
synergy benefits within 
three years and raise its 
return on sales from 8 per 
cent to 13 per cent within 
five years . 

Vlas's shift away from 
energy mirrors its board- 
room changes earlier this 
year. Mr Simson, a chemist 


by training who previously 
beaded Viag’s .publicly- 
quoted SKW Trnstberg 
chemicals operation, took 
charge ofthe group in June 
following a collapse In man- 
agement confidence 4n his 
predecessor. Georg . Ober- 
sMier. whose background 
was in electricity. 

Mr Obermeier bad been 
closely Involved in one or 
Ylag* biggest expansion pro- 
jects prior to the Alusuisse 
merger; the 1994 takeover of 
Bayemwerfc, which had pre* 
vkKEsly been majority-owned 
by the Bavarian state. He 
alio took, the group into tele- 
coms through the establish- 
ment or Viag Interkom, a 
joint venture with British 
Telecommunications and 

■Manor at Nanny. 

But Mr Obermeisr’s failure 
to push ahead with restruct- 
uring prompted friction in 
the Viag boardroom. Mr Sim- 
son seems determined to 
avoid making the same mis- 
take. In early November, 
barely four months into his 
tern as chairman; he 
announced the sale of Viag’s 
logistics, steel trading, ship- 
ping ami other businesses. 
That announcement was fol- 
lowed a week later by the 
revelation that Viag was in 
talks with Alusuisse. 


(Advertisement) 


IBJ, Big Bang and Grand Alliances 


The IBJ Group is making good progress in entering the twin businesses of investment banking 
and asset management via specialist subsidiaries . Externally, strategic partnering and 
the specialist subsidiaries are strengthening the Group . Internally, the Group is being strengthened 
by the introduction of global standards in its management methods* IBJ should be the winner 
in the Big Bang race* 


Financial deregulation 
leads to more profitably 
employed resources 

“The Japanese financial institutions are 
currently engaged in a battle for tbeir 
very existence. The key to survival is a 
dear management strategy that exploits 
strengths and specialisations”, stresses 
Mr Masao Nishimura, the IBJ 
President. “IBJ foresaw this environ- 
ment and cook steps to concentrate 
resources in a limited number of spe- 
cialist subsidiaries in the particular areas 
of IBJ strength.' 1 

IBJ Securities was established in 
1993 and has already grown to the size 
of die large domestic securities compa- 
nies in debt products. For example in 
corporate bond underwriting, the secu- 
rities subsidiary was ranked Number 4 
(market share 9.5%) in 1998/99 first 
half and Number 1 (market share 
15.2%) in 1997/98 - the top ranking on 
account of the large domestic securides 
companies being hobbled by a scandal. 

The President of the subsidiary, Mr 
Hiroshi Nakamura, said, “We are pre- 
vented by the MoF from entering the 
equities business so we still have one 
hand ried behind our back, as it were, 
but dearly we have made great progress 
in just five years. The aedibiliiy of the 
IBJ name and the strength of the IBJ 
client base have meant that things have 
gone really quite exceptionally well”. 

In asset management there is IBJ 
NW Asset Management established in 
1985. Ar the end of June this year, funds 
under discretionary management were 
just over ¥2tr placing it second in the 
industry. The Investment Trust 
Management (ITM) subsidiary, IBJ 
1TM, was established in 1 994 and at the 
end of March of this year was ranked 
second among the bank-related ITM 
companies on a net asset value basis. In 
the entire ITM industry it is ranked 14. 

The President of IBJ NW Asset 
Management, Mr Takuro Ban, said, 
“The information and analysis capabili- 
ty of the company as a member of the 
IBJ family is appreciated by the dients”. 
Mr Toshiki Aoki, the President of IBJ 
ITM remarked, “With the banks able to 
sell SITs, we hope to move product 
through the regional banks’ network of 
branches”. 

IBJ Trust Bank was established in 


1995 and at the end of 
March of this year had 
trust assets of well over 
¥4tn the leading position 
among the new subsidiary 
trust banks. The President, 

Mr Isamu Koike, said, “We 
have contributed to the 
development of the securi- 
ty lending market through 
our new product, the Repo 
Trust. New markets have 
always been business 
opportunities for us". 

In this fashion the con- 
stituent members of the 
IBJ Group are expanding 
their operations and this is 
all possible on account of 
the quality of personnel, 
know how and diene base within the 
Group. That is evidenced by the fact 
that no other Japanese financial group- 
ing has yet managed to make the same 
degree of progress in the new business 
areas now being made available as pan 
of Big Bang. 

In April of this year, IBJ established a 
financial engineering development sub- 
sidiary, IBJ Financial Technology. The 
President, Mr Katsuto Ohno, said, “We 
are aiming at being a first rare company 
in the field”. 



Masao Nishimura, President and CEO 


Clearing away the incubus 
ofthe past 


As Mr Nishimura has said, “How quick- 
ly the bad debts can be written off will 
determine the winners in Big Bang". IBJ 
has the bad debt issue as a key point in 
its strategy. The write-offs in 1998/99 
will be accelerated on the original bud- 
get. In the half year to September 1998, 
the write-off will be ¥275bn and up 
¥225bn on the original budget. The 
problem assets are being packaged and 
sold off and removed entirely from the 
balance sheet. These non-performing 
loan rales amounted to some ¥285bn in 
the first half. Mr Nishimura stresses, 
“Most of the bad debts have already 
been written off. It would be fair to say 
that the bad debt problem is largely 
behind us". 

Mr Nishimura was also the first 
bank president to say that his bank 
was prepared to apply for public funds 
for recapitalisation under the provi- 


sions of the recently passed Financial 
Stabilisation Act “The world finanaal 
community wants to see the Japanese 
banks soundly recapitalised. Iris a social 
responsibility in my opinion”. 

1999/00 is tiae first year of the fourth 
medium term business plan. The mis- 
sion statement has been set as, “The pro- 
vision of sophisticated financial services 
world wide both as an investment bank 
and as a commercial bank”. Within that 
is a fundamental change of management 
style as Mr Nishimura said, “The old 
protected markets and easy-going ways 
have no place and there has to be a 
revolution in thiolung. Profitability, 
accountability and global standards are 
the new objectives”. 


two companies would co- 
operate in syndkated finance, 
and fourthly the asset man- 
agement subsidiaries would 
be amalgamated. 

. .. The benefits, of this, 
agreement has been com- 
menced on by many ana- 
lysts. Dai-ichi has a net- 
work of 2,100 branches 
nationwide and 10m poli- 
ty holders. As a long term 
credit bank, IBJ for its part 
has fewer chan 30 branch- 
es. The ability to exploit 
die Dai-ichi retail network 
is very important for IBJ 
which has been largely 
wholesale in its operations. 
Attacking the retail market is 
of lay importance to IBJ; as of December 
and the liberalisation of the restrictions 
on the marketing of SITs the two com- 
panies are going to cross-sell their SITs. 

The decisive meaning in the 
IBJ/Dai-ichi agreement will only come 
with the advent of an umbrella financial 
Holding Company, FHC, and the 
demutualisation of Dai-ichi. That of 
course depends on legislation permitting 
the life companies to demutualise. Mr 
Nishimura said, “It would be fitting if 
the two companies could move to a sin- 
gle FHC structure in their centenary 
year, which happens to be 2002. That is 
an important restructuring". 


structuring. It was an agreement with 
Japans leading securities company that 
could be expanded into an alliance in the 
fullness of time. The impact of the 
agreement grew. It became dear that IBJ 
was executing a sound policy ahead of 
the foil impact of the financial services 
liberalisation programme called “Japans 
Big Bang”. 

In derivatives the two partners have 
agreed to set up a UK joint venture com- 
pany, IBJ Nomura financial Products, 
with a capital of ¥50bn wirh a fully 
owned Japanese subsidiary as the Tokyo 
branch. The joint venture will therefore 
benefit from its status as a “foreign" secu- 
rities company and be able to compere 
on a level playing field with the other 
foreign houses in Japan. This counterin- 
tuitive approach has attracted a lot of 
attention. Business lines will be deriva- 
tive products in interest, forex, equities, 
and credit plus plain vanilla equities and 
debt trading. IBJ s credit analysis and 
Nomura’s securities know how will make 
a strong combination. 

Ac the time ofthe announcement of 
the agreement, Mr Nishimura said, “Ir 
is the purpose of the joint venture to 
make an absolutely dean start and be 
free of all the unwanted baggage from 
the past. There should be a new corpo- 
rate culture formed with a performance 
oriented personnel and remuneration 
structure. Then there will be a reverse 
take over of the parent companies in cul- 


ture terms -■ 


Big Bang and 
the strategic alliance with 
Dai-ichi life 


The agreement with 
Nomura 


Agreements and Alliances 


IBJ and Dai-ichi Life announced in ear- 
ly Ocrober that they were going to 
strengthen their equity relationship and 
co-operate across all business areas. This 
caused something of a furore in Tokyo 
as not just another major agreement 
linked to financial deregulation and Big 
Bang - an agreement between a bank 
and a life assurer had never been seen 
before. 

firstly Dai-ichi would subscribe to 
additional share capital in IBJ and IBJ 
would contribute to the capital fund of 
Dai-ichi, which is a mutual company, 
secondly Dai-ichi would participate in 
IBJ financial Technology, thirdly the 


In mid-May of this year there was the 
announcement of a co-operation agree- 
ment between IBJ and Nomura 
Securities. The news of this agreement 
between the leading long term credit 
bank and the leading securities company 
was something of a catalyst Since then 
there has been a large number of similar 
announcements involving the domestic 
financial institutions, the leading foreign 
institutions and the keiretsu institutions. 

At the time there was the immediate 
criticism that, compared to -the mergers 
in the EU and the US, the agreement 
lacked punch. Later, however; the impli- 
cations of the agreement became better 
understood* It was seen that IBJ had 
effectively taken an option on an alliance 
with Nomura in a nuanced and low risk 


The agreement with Dai-ichi is a foil 
alliance. The agreement with Nomura is 
an agreement to consider a full alliance: 
it is therefore of an essentially limited 
nature at this stage. “We shall have to 
wait and see how it develops", said Mr 
Nishimura. Eventually there could even 
be a troika Grand Alliance. 

In this way IBJ .has very cannily 
placed itself on the Big Bang chess 
board. However, there is no exclusionist 
intent. “An agreement with a foreign 
financial services player is being consid- 
ered with an absolutely open mind", 
concluded. Mr Nishimura. 
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COMPANIES & FINANCE: UK 


Rexam makes $640m cash bid for PLM 


Sy Virginia Man* In London 
and Tim Burt in Stoctiubn 


of the UK is making 
a J? Kr5 ' 13ba (S640l °) cash 

offer for PLM, a Swedish can 

ami bottle producer, in a 
move that would propel ft 
into the world’s top ten con- 
sumer packaging groups. - 
The UK group said yester- 
day that Industriv&rden. 
PLM’s largest shareholder, 
had agreed to sell its 23 pa 1 
cent stake at the offer price 


of SKM.18 a share and +h»* it 
hoped PLM’s board, due to 
meet on December 5,' would 
recommend the offer. 

However. PLM, which, 
floated .three years ago, 
responded coolly to Rexam's 
unsolicited approach and 
advised shareholders to take - 
no action until It hart consid- 
ered the hid. 

Rolf Bfirjesson, chief exec- 
utive of Rexam, a position he : 
previously held at FLM, said 

the move would strengthen - 


the UK group’s customer 
base, broaden its range of 
products and give it a bal- 
anced spread of sales across 
the UK, coathuaital Europe 
and the US. 

However, jnost analysts in 
London -reacted negatively to 

.the p hrmwt - rioa) and Glares 

in Rexam, the former 

Bowaier, foil 7%p to 195%p. 

The offer is at a premium 
of 36 per cent to PLATs share 
price d! S&rifl an Friday and 
represents 11.8 times the 


Swedish group's 1997 earn- 
ings. PLM, whose shares 
reached SKrwo earlier this 
year, also has debts of about 
$Kl2.6bXL 

Analysts said the deal 
might stretch Rexam’s bal- 
ance sheet and that they 
could see few synergies 
between the two. 

Michael Hartnall, Rexam 
finance director, said the 
offer would initially lift net 
debt to £980m (tLSbn), giv- 
ing gearing of 195 per cent 


and interest cover of four 
times. However, gearing 
would fall to 125 per cent 
and interest cover improve 
to five on the sale of the 
industrial .packaging unit. 

Rexam, which has already 
sold businesses worth £3S0*n 
as part of a wide-ranging 
restmcturlng, is dose io sell- 
ing the industrial packaging 
division. 

PLM, once wholly-owned 
by Industrivftrden, the Swed- 
ish institutional investment 


group, floated in late 1995 
after Ball Corporation made 
an abortive SKrA3bn bid. 

In the first ninp months of 
this year. PLM saw underly- 
ing operating profits fall 
from 5Kr58lm to SKr55lm 
on sales up from SKi6.84bn 
to SKrf-Offlra. 

Shares In PLM rose SKr3O50 
to SKrlie. 

Rexam is advised by 
Schroders. 
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Elementis warns on full year 


By Alison Smith 

Shares in Elementis fell 
more than 20 per cent yester- 
day after the specialty chem- 
icals company Issued a prof- 
its warning and anntmnwj 
the disposal of its last food 
and agriculture business. 

Us warning that sales and 
operating profit for continu- 
ing operations were unlikely 
to match last year's perfor- 
mance. and that its agricul- 
ture feed and pig b usiness 
had made si gnificant operat- 
ing losses recently, was the 
starkest statement on a day 


RESULTS 


which saw two other' UK 
quoted companies express 
concern about trading condi- 
tions. 

Rugby Group, the cement, 
company, said recent trading 
in its UK joinery business 
had been “disappointing", 

. with volumes well below 
expectations, while Field 
Group, the international 
packaging business, warned 
that the alcoholic drinks and 
tobacco markets were still 
“unsettled" and lack of con- 
fidence among- retailers 
would restrict Us UK growth 
in the short term. 


(En) 


Elementis said that since 
it announced interim results 
in August, conditions in 
Asian markets, which had 
been strengthening, had 
deteriorated again, and that 
market conditions in agricul- 
ture bad also worsened. 

The company's chromium 
business was suffering from 
a timing difficulty as cus- 
tomers reduced stocks. 

Its pigments and specialty 
chemicals businesses, 
including Rheox, the US 
additives business bought 
for £ 280 m in January, had 
also been hit by the down- 
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turn in Asian markets, as 
well as a slowdown in 
demand from the US coat- 
ings indu st ry. 

BOCM Pauls, the group's 
animal feed and pig division, 
has incurred “significant 
operating losses" in recent 
months, and is being sold for 
about £60m - £7m less than 
the book value of its assets. 
It is being sold to Accrue- 
chart, a company jointly 
owned by the BOCM man- 
agement and Electra Flem- 
ing. the private equity 
group. 

The shares fell 21p to 75p. 
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Large to give 
up executive 
role at Barclays 


By Hugo Dixon 


Sir Andrew Large plans to 
surrender his executive 
responsibilities at Barclays 
Bank in the latest example 
of the management turmoil 
that claimed Martin Taylor, 
the bank’s chief executive, 
last week. . 

“I saw there was a danger 
of getting in the way of the 
management process," Sir 
Andrew, executive deputy 
chairman, said yesterday. “I 
thought I would be more 
effective if I became non-ex- 
ecutive, and put that in train 
a month or two back.” 

Sir Andrew fell out with 
Mr Taylor and other senior 
executives who felt he was 
trying to interfere with the 
running of the business. 

The relationship with Mr 
Taylor is said to have been 
especially acrimonious. How- 
ever, Sir Andrew said yester- 
day: “As far as I was con- 
cerned the antipathy was 
one way." 

Sir Andrew, a former head 
of Britain’s Securities and 
Investments Board, a now- 
defunct regulatory body, 
joined Barclays’ board last 
May on a four-days-a-week 
basis. He initially wanted to 
be chairman of Barclays 
Capital, the group’s invest- 
ment bank, but this was 
blocked by Mr Taylor. 

Given that Sir Andrew did 
not -have -a - clearly defiaBd 7 
role, he began to quesflon 


how the various parts of the 
group were being run. “He 
was a very vigorous person 
without a proper job critici- 
sing things all over the busi- 
ness," one Barclays execu- 
tive said. The relationship 
with Mr Taylor deteriorated 
to the point that In October 
Mr Taylor asked Andrew 
Buxton, executive chairman, 
to remove Sir Andrew from 
his post. 

One executive director 
said Sir Andrew had foiled 
to act as a bridge between 
Mr Taylor and Mr Buxton 
when their relationship 
began to grow distant “He 
was more of a divisive than 
a healing influence." the 
executive director said. 

Sir Andrew plans to take 
his new, two-day-a-week. 
position from the end oF the 
year. 

The unexpected profits 
warning that accompanied 
Barclays’ annrmnrgpifln t on 
Friday of Mr Taylor's depar- 
ture reflects further losses 
on the bank's bond trading 
portfolio, senior executives 
said. 

Analysts, who had been 
expecting pre-tax profits of 
£2.2bn ($l.S2bnj from Bar- 
clays this year, were taken 
aback by the hank 's state- 
ment that it "would antici- 
pate reporting a profit before 
tax of not less than £iJbn 
for the full year". 

Lex, Page 20 
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Two years ago, Rugby Group 
must have thought H was 
playing a neat part in the 
consolidation of the building 
materials industry. Buying 
the rival Boulton & Paul join- 
ery business gave it a third 
of the UK's Umber windows 
and doors market. But the 
distributors have moved fas- 
ter. Rugby tried to dodge the 
squeeze on suppliers Imposed 
by Jewson/Harcros, the big- 
gest builders' merchant, but 
failed to fill the gap in its 
customer register. Its compla- 
cency has left it in tbe ridicu- 
lous position of claiming that 

it is well on the way to cut- ^ 

ting £l5m from joinery costs, leaving the business's opera 
ing profits at . . . not much more than £15m. The goot is 
news is that Rugby is taking a long hard look at Itself. Its 
best business is cement, which it could either beef up or seU ;c 
That division alone accounts for the bulk of Rugby's £53^^ 
market value: the heavier end of the industry is in mucl' je 
better shape. Tbe challenge is to recover value in the joinery, 
and US distribution businesses. As John Mansfield's cbeekj^. 
bid for Mark-y shows, the light end is ripe for action. 1P 

id 

Elementis r - 

e, 

There is an ominous sense of dejd vu. The old Harrisons and^ 
Crosfield conglomerate used to pile into a sector at the top^ e 
overpay for acquisitions and foil to get to grips with operat v 
ing performance. The new Elementis plumped for speciality^ 
chemicals at the top. paying 3.4 times sales for Rheox last } f 
winter. The management bas since been stretched, too- e 
thinly, between deteriorating markets and a difficult dis- 
posal programme. So the only surprise about yesterday's... 
profit warning is that it caught the market so much by t ^ 
surprise. Fair? Not entirely. e 

Elementis is partly a victim of premature success in sell- 
ing the metamorphosis story. Indeed it is only now that the tt 
new chemicals group is emerging after some awkward tail- Q 
end disposals. It is a bad time to sell an agriculture business, 
but the newish management was right to stick to the refo- j 
casing strategy. Net debt - pushed up by a £400m share ^ 
buyback - has been cut from more than £200m to about ^ 
£50m With earnings per share dose to lOp possible next j. 
year, the share foil to 75p looks overdone. Elementis may , r 
not deserve a speciality chemicals multiple of 13-14 times, {. 
but the destruction of shareholder value should be over. h 

g 

5, 
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Vickers agrees deal 
on Ulstein Holding 


By TTwroW Barker in London 
and Valeria SkfiM in Oslo 


Vickers, the UK engineering 
group, has agreed to pay 
NKr4.3bn ($57lm) for the 
majority of Ulstein Holding, 
tbe Norwegian maritime 
equipment company. In a 
deal that will create the 
world's leading marine pro- 


pulsion company. 

The acquisition, which 
includes NKr599m of debt, 
excludes Ulstein 's shipbuild- 
ing division, which will be 
offered to pasting sharehold- 
ers. The sale of the ship- 
building division has been 
underwritten by a consor- 
tium, headed by Idar Ulstein, 
chairman of Ulstein. 
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TANAYONG PUBLIC COMPANY LIMITED 


U.S.S130, 000,000 

3.5 per cent Convertible Bonds Due 2004 (ttw'Bondif) 
Notioe to BontfimWets ’ . v 

Redemption ol the Bonds at the Option of Bofxftrolders 


We hereby gfw notk» to you pmuart to Contflton TIE) of too Terms and 
CukSEoab or Via Bonds; lt» Company »■, at lh» option at Bw hokkr of any 
Bond, nNfcMun such Bond on 1st March. 1999 at an amount which (after 
deduction of oil appHrahlo Thai wit hh o M nu laatw up to-ltw sate of IS par. 
cant In impact of that pert to such anoOnt a J* BtotootefJte to 8 pramluin In 
■xcan of tfn principal amount of wch Bond) » aqua! to HB.03 par cant of 
the principal amount to the Bond. The right to Bondholder* to require the 
Company to redeem the* Bonas h accordance w*h Coodkton 7(E) thereof 
continue to extet notwithstanding the tad that an Event of Oatsult has 
aocurad. To snarctea sudi option, the holder must d eport the Certificate to 
reaped to such Bond with any to Citibank MA. London. Citibank NA, 
Brussels or Banqua Internationale A Lwembourg SA, (the "AgNita") 
together wtih a rUycomtoetad mdamplion notice In lha lam obtetoebla from 
any to the Agents, not Ian toan 30 nor more Bian 00 days prior to such tone. 
Co. during tha period front 31st December, 1998 to 3tkh January. 1999 
Incfuatv*. No Cartificate ao dapostlod may ba wahdrawn wtihout the prior 
consort of tha Company. 

This notice cannot ba ragaidad as 8 represartaflon by the Company or lb 
directors thte payment to tha requested redemption omotrt wOl ba mads on 

1st March. 1909. 

GtoanontMsday 1st December, 1988. 

For end on behatf to Tanayong PubBcCnanparv Umtted 

Kearee Kte»ente>as . . - 

Executive Chekman and Managing Dtaector 

1 Principal Paying, Tiensfrr id Crmvsielori Agent 
CWanANA 

- 5 CwneAs Street, London ECfYflRA 
. . . Paying, TransftB- and Comenrioo Agents 
. CSbanANA. 

BuUng 736, 1931 Bnxsga Brtmb. Bafjkm 
Banque wamsdnmte 9 Ueambourg BA 
89, RcufadEech, Ln29S3 Luxembourg 

Trustee. 

Tha Law Debenture Trust Ccxpcraflon pXc. 

Mnoss House. 85 Qrasham Street. LOndoa EC2V 7LY 


GtotMf Agency and Trust Sankae, 
CHtoe, NX London 
1 Iteesinter. f 999 
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The Chase Manhattan Corporation 
U.S. $250,000,000 
T lnslw^ llalB Stihor dinafipd Nratea due 2000 
Foe the three, months 30th November; 1998 to 28th February, 
1999 the Notes. wiB cany an interest rare of 5.3125% per annum 
rith a coupon amount of U.S. $129-86 per U.S. $10,000 
prindpdainout«;payj*Ieoa26diFd»^ 1999. 


Bankers Trust - 
Company. London 


Agent Bank 
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IN m HKWf COURTOF JU5T1CE 
CSANCERV DIVBIQN 
COMPANIES COURT 

IN THE M ATTER O F _ ■ . 

■ BBtLHOUSE JOSEPH PROTtRTY 
sskvicks iJMrreu 
-aeri- 

[N THE MATTfiJl Of THK 
COMPANIES ACT t WS 

NOTICE Of HIAKNC OF FOTIW 

NOTICE. (S HEREBY GIVEN- ibn ■ 
Petition was o» 18* Nowabor 1948 
premed 10 1 te M^ny'i Higfc Cant of 
Jastice /br tte certrateOB at tea icdoaion 
of tire amitd of Ac abort naacd conjasy 

XNDJfOTTCE B FURTHER GIVEN that 
the uid 7edtioD.it torecud to be bean) 
before ite Reftrev of the CWspnic* 
Ouea a fee ^Rojsl Cotmi to Jtiodce, Stand. 
Lomtea WC2A2 Ui'db VEdnetday ibcV* 
■toy Dcmtixr 1998. 

ANY Cretibnror Bbaptiiridar (fitouM 
eoaprev tbri^inoftetiMLihB reakiaeto . 
an order far die ooofraittoo of fee ptAA 
nateaJoo bf aptal.dnidd qysr a fee 

. iflocof haca* tapcaonorby anaid tbr. 
itm iipnia. - 

A t*ff toibuNd petition wtfl Iretetedirt- 
to iqy my pawn remkingAr-riiDii by fee 1 
BBdaeKodaatoseGeiiiDnoa-pejnioa of ■ 
VrerefrteDtirireqo1fa^fbcniac:- a , 

DAIED' rHt in 
MrOrfTPoffrttl^pritui 


No. 8625 Of 1998 

IN US HBOH COURT OF JUSTICE 
CHANCERY DtVljaON 
COMPAMB COURT 

IN THE MATTER OF 
btilJIOUtif JOsorii 
DEVELOPMENTS UD 
-and- ’ 

IN TBE MATTES OTTHE 
COMPATBESACTIME 

NtmCE OF HXA30NC Of TEnTION 

NOTICE IS HEREBY GIVEN Ail a 
Pciiilon area oi 18* November 1998 
preaaretom HgMjjcy SHrtti Coonof 
JniBCe fbr tire conlhniMkin offer mtoetion 
to fee capirri of fee obmc siaeti corepiBy 
fore {4J9»ZIO» RMH. 

AND NOTICE IS FURTHER GIVEN rites 
Ike mU Petition it directed to be beard 
before tbe Reyitirer of the Companies 
Coon re fee Royal Coons of Jukkc. Stint 
Lrextos VQAXlretfonab; tire 9* 
fe»Demba-IW& 

ANY Dt^rEr Shareholder of the utid 
treordtofo^eeiM^^ap af'dwnid 
^f e * T * Car 
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-H^pcuireq^a'feeHBe by fee 
« oa paymost to 


-'J^IEDfltii Id day of December |<*9 


TIk FT can bc^> yoo reach 
arkftkmaJ business readers in 
France. Our link wife [he French 
business newspaper, Les Echos, 
gjv«ywiauinqoe«fsviKnKa 
acherrising oppor ma ity to 
capiia&e on tbe FTs Enropeaq 
reatienfiip end to tbrdrer uugei 
* . tbe Raich business world. 
Fbr infommtioa on rates and 
further details pJeaw Telephone-: 

Toby FiDdeD-Crofts oa . 
f44 171 m 4027 
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®@KDGBANK 

US $ 125 , 000,000 

Tenn Loan Facility 


Arrangers 


The Bank of Thkyo-Mttsvbi&hi, Ltd. 

Credit Lyonnais 

Dresdner Kkinwort Benson 


American Express Bank GmbH 


Barclays Bank RL.C. 
NatWest Bank PLC 


Co-Anengerr 


Bayeriscbe Hypo- tmd Verdnsbank AG 
Tbe DaUcfai Kangyo Bank, Limited 
The Samira B a nk . Limited 


Tbe Saknra Bank, Limited 


Lead Managers 


Banqoe Parfoas (Suisse) SA. 
Royal Bank of Canada Europe I-i'miied 


Banco di NapoG SpA 
Lomlare Branch 

BG Bank 


Bsnca di Roma 

Istanbul Branch 


Managers 


Natcsds Banqoe 


Participants 


Berfiner Bank AG 
BaaRprteBsehatt Berfla Group 
Gulf International Bank BAC 


Banca NazJonaie del Lavoro S^a. 

LoretmBnnch 


Standard Chartered Bank 


Agent 

Credit Lyonnais; 


BANQUE NATiONAU 
DE PARIS 

PRCHjRAMMEFOKTHE 
ISSUANCE OF DEBT 
WSTRUMENTS 
UT 20^00,000^)00 
Callable Notes 
due 18 / 12/02 
Series N* 126 Tranche N° 1 
15 IN X500771 8576-2 

Notice to Holders 

Notice is hereby gjwi that pufiuant 
to paragraph 'Issuers Optional 
Redemption* of the Pricing 
Supplemml daedjune 18, 1 997,tha 
ksuerhu elected lo redeem al partiie 
exfstandtag Nominal Amount on 18th 
December 1998. The Ncaa will caase 
\Y to boar interest on the Redemption 
Dale. 


The Agent 

BM*lwwntoug)SA. 


DNP 


Merrill Lynch EounY/CoNVERUBLE Series 

SoriM d'lnvestlssement k Capital Variable 
lb® stored office: G9.ro ute d'Esch 
1-2953 Luxembourg 
R.C LUXEMBOURG B-26 272 

Shareftoiden are kindly invited to sttend the 

ANNUAL GENERAL MEETING 

of iharehoUers. winch wtil take place at the registered office to Banque 
Internationale A Luxembourg. 69. route d'Esch, Luxembourg on December 
11, 1999 at 4 00 p.m. with the fafowhig agenda. 

1. Reports to the board of Dncton and to the Independent Amitor on the 
annual accounts for the year ended 31 a August 1998; 

2. Approval oHhe audfcd areiudaaaunhfcxtfo yen «ded31 a August^ 199& 

3 Dedaatjwi of dnndend Of any) as recommended by the Deectort 

4 OrichaiRe to be granted to the Directors, 

5, EkrtionofreeieaiooofDmxtonartoreappoinlinemtortieindeperitieiif 
Auditor, 

6 Approval of Stt remuneration to the non-affikated CSredws; 

7. Uteceilanwus. 

Shanrholden are adwted that the Annual General Meeting reruns no 
quorum to presence and deefelons may be approved by a simple majority to 
the Shares present and/or represented. 

The Board to Dtredon 
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The Chase Manhattan Corporation 
U.S. $250,000,000 
Floating Rate Subordinated Notes due 2000 

Far die three months 30th November, 1998 to 26th February, 
1999 the Notes will carry an interest rate of 5.3125% per annum 
with a coupon amcwni of U.S. $129.86 per U.S. $10,000 
principal amount, payable on 26th February, 1999- 


Baakers Trust 
Company, London 


Agent Bank 


CONTRACTS & TENDERS 

V INVITATION 

HM Customs & Excise have requested that; 
a Notice appear in the CifficiaI'jouhi^;oF; 
the EC asking for expressions of interest iif \ 
a contract for the developmeirt, publishing '; 
and marketing of an integrated electronic;.; 
tariff service for use by HM C&E staff and- 
trade users. Expressions of interest' must" 
be received no later than Monday the 3th 
of January 1999. 

Full details of the Notice can he obtained 
from HM Custom & Excise by fitting yqwf* 

’ request to: • 7 v • . . ‘ t" • ' • ; ' 

Mr S. Walton ■ : 7 -7 •' -i 

HM Cnstom Sc Excise ;\ 

- .. Departmental Purchasing Dint .7 . ^ 

- ... RaDI Quays ^ 

Salford M609LA . £ 

Tel: 0161 827 0899 Fax: 016182 

APPOINTMENTS 

\ SENIOR ORIGIN A3X)R ^ ^ 

-GU)BALPRODUCTbE^EXOPMEW^ 

- • 

This major global financial services company wishes id appoints 
senior level professional responsible far marketing, s&uduriqg 
and executing complex tax based capital markets transactions. 
Applicants must have significant experience in investment 
banking, quantitative modelling, tax structuring and capita^ 
markets, specifically in executing tax efficient hybrid capital 
securities, and educated to degree level. Salary circa £6(L000. / . . 

Please write. eododngfiiD curriaihimTfte^.-.' .- ■: 
l.," . to Box A6319 Financial Times, 

One Southwark Bridge, Loudon SE1 9HL •' / E/' 
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IZurich puts a premium on sharpening efficiency 


Life and pensions offer growth 
opportunities, says Andrew Bolger 


G eneral insurance is in 
the doghouse. The City 
has become weary of a 
sector where too much capi- 
tal is chasing too few cus- 
tomers, depressing premi- 
ums and triggering regular 
underwriting losses. 

This is why soma analysts 
criticised last month's move 
by Norwich Union, the com- 
posite insurer, to increase its 
exposure to general insur- 
ance - the business of cover- 
ing cars, property and travel 
- by offering £318m CSS28m) 
for i-ou^on pod Edinburgh 
Insurance Group. The deal 
will lift Norwich Union, 
which mainly operates in life 
insurance and pensions. 
tram fifth to fourth place in 
the UK general insurance 
market, behind CGU, Royal 
& Sun Alliance and Guard- 
ian Royal Exchange. 

Against such a back- 
ground, it is surprising to 
hear confident noises from 
Eagle Star - long viewed as 
one of the weakest perform- 
| ers in the insurance marfept 
However. Ragle Star is now 
part of Zurich Financial Ser- 
vices. the product of the 
recent £33bn merger 
between BAT's financial ser- 
vices business and Zurich 
Group, the Swiss company 
and Europe's third largest 
insurer. 

Sandy Leitch, chief execu- 
tive of the UK. Ireland and 
South Africa “region" of 
ZFS, does not attempt to 


play down the scale of the 
challenge. “Eagle Star is a 
famous brand,*' he says. “It 
has major market share, but 
Is an organisation that has 
underperformed in the last 
few years relative to its 
peers." 

BAT called in McKinsey, 
the management consul- 
tants, to framing Eagle Star. 
Now that strategic review 
has been combined with the 
integration of the non-life 
bumness of Zurich, which Is 
the UK's largest local 
authority insurer and also 
offers hfrcu**, motor and com- 
mercial products. 

Mr Leitch says: “Eagle 
Star historically has gone 
too mtir-fi for volume, rather 
than lor value. This is not 
rocket science for us, but it 
is a huge transformation 
exercise. I see Eagle Star as 
being a recovery stock. In 
three years’ time, when they 
write articles in the Harvard 
Business Review. I want 
Eagle Star to be the transfor- 
mation success story in Brit- 
ish ffnanofal services." 

ZFS will have cut 1,600 
jobs by the end of Hie year, 
most of them at Eagle Star. 
The senior management 
team has been replaced and 
Patrick O'Sullivan, formerly 
of BZW, the investment 
bank, has been appointed 
head of the merged group's 
non-life side. 

Mr Leitch says: “If you 
focus ruthlessly on effi- 
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ciency, value for the con- 
sumer, cutting out all the 
peripheral stuff that goes on. 
you rary make money in this 
market Clearly pricing is a 
big factor and there are 
cycles - and we are in the 
depths of a downcyde at the 
moment But it will turn 
up.” 

It was, however, not the 
general insurance business 
that attracted Zurich Group 
when BAT last year decided 
to sinn off its financial ser- 
vices arm and focus on its 
tobacco side. The Swiss 
group wanted to diversify 
away from the depressed 
general insurance markets, 
and participate in the fore- 
cast explosive growth of 


savings pensions prod- 
ucts: 

The merged group's main 
vehicle for this approach 
will be Allied Dunbar, the 
UK’s largest unit-linked life 
assurance company which 
has a direct sales force of 
3^00 advisers. - 

The enlarged group will 
also continue to sell life 
products through indepen- 
dent financial advisers, 
under the umbrella of the 
Zurich IFA Group brand. 

Mr Leitch says: “The 
growth of personal pensions 
last year was above 20 per 
cent in this country. So 
despite of the doud of pen- 
sions mis-selllng, you are 
still seang what I think is 


an inexorable growth in pri- 
vate provision. It has started 
and stakeholder pensions 
will just add to that growth." 

However, as ch ai rm an of 
the Association of British 
Insurers. Mr Leitch believes 
the UK is stilt massively 
under-insured and under- 
pensioned. 

“One in three families 
with children have no life 
cover whatsoever - it's 
astonishing,” he says. Eight 
million people In this coun- 
try are relying solely on the 
state pension in retire m ent. 
At the same time, we are 
spending £5bn a year on 
gambling through the 
National Lottery. People 
have to realise that they 


have got to provide for them- 
selves. So we see a major 
opportunity going forward In 
life, pensions and Invest- 
ment.” 

One of the strong attrac- 
tions of the merger to UK 
executives was the high 
level of authority Zurich del- 
egates to the 3Q0 business 
units it has across the world. 

Mr Leitch says: “1 like 
Co be . a leader in my busi- 
ness. There is an incredibly 
strong culture here in Allied 
Dunbar, we are creating a 
strong culture in the non-life 
businesses - and that's what 
2nricfc wants us to do. They 
don’t want to get in and 
meddle here - because that 
is |ust not going to work." 


EdF wins London Electricity battle 


By Andrew Taylor 

Electricity de France, the 
state-owned power monop- 
oly. emerged yesterday as 
the victor of a hard fought 
AngloFrench battle to buy 
London Electricity. 

EdF's £1.9bn (*3.15bn) 
unconditional offer — made 
up of £1.39bn cash and 
assumption of about £500m 
of debt - was accepted by 
Entergy of the US. London’s 
former owner. Tax benefits 
are expected to raise the 
total value to Entergy 
slightly above £2bn. - 


The French group, by 
making its offer uncondi- 
tional, assumes any risk that 
the purchase of London may 
be called in for investigation 
by European or British com- 
petition authorities. EdF 
could be asked to dispose of 
parts of London’s operations 
if officials felt the new own- 
ership posed a threat to com- 
petition. The European Com- 
mission can impose 
additional fhmnrial penalties 
on an unconditional bidder, 
but is thought to hare 
waived this right in EdF's 
case. Brussels has primary 


jurisdiction over large Cross 
border takeovers. 

The French group is 
Europe's largest powm sup- 
plier. exporting 17 per cent 
of its domestic production to 
neighbouring countries 
including the UK, where its 
has a 6 per emit of the power 
generation market. 

It faced strong competition 
for London from British 
Energy, the UK nuclear gen- 
erator, which yesterday reaf- 
firmed its wish to buy a Brit- 
ish regional electricity 
company. . 

EdF, which is financing 


the bid out of its own funds, 
raised its original offer “a 
notch" after Initially bidding 
neck-and-neck with British 
Energy. National Power, the 
UK's largest fossa fuel gen- 
erator also bid but failed to 
match either EdF or British 
Energy's offers. Singapore 
Power and RWE, tbs Ger- 
man multi-utility, dropped 
out before the final bidding. 

Entergy needs the money 
to reduce large borrowings. 
It bought London, which 
supplies 2m customers, for 
£L27bn cash and assumption 
of £29Qm of debt In 1996. 


EMI pays record 
chief up to $7. 9m 
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ByABce tautbom 

EML the music group, has 
agreed to pay Ken Berry, 
chief executive of its record 
labels, a new package worth 
up to £4.75m ($7Mm) a year. 

Martin Sandier, chief exec- 
utive of EMTs music publish- 
ing interests, has signed a 
new contract valued at a 
maximum £2.7m annually. 
Both agreements, which 
were signed yesterday, bate 
been under negotiation since 


April, when the two man 
joined EMI’s main board. 

Remuneration is a contro- 
versial issue for EML which 
was fiercely criticised this 
spring when “Lucky” Jim 
FI field, resigned as head of 
its music division, with a 
£12m pay-off. The contracts 
are generous by UK corpo- 
rate standards, but even Mr 
Berry cannot hope to match 
the filASm package Mr 
Fifleld received in 1994, his 
peak earning year with EML 
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FT Handbook of Management 

Greiner 

£29.99 

The FT Handbook of Management: there is no batter solution 
to you- management questions, there is no better source of 
ideas. 
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Mastering Global 
Business 

£24.99 

Offering a unique synthesis of 
the insights and perspeettas 
from four of the world’s best 
business s choo ls - ft®. 
Tampion College Oxford , 
Amos Tuck and HEC- this 
book shows you how to make 
sense of what the real 
issues are for global 
business. 

Buffett Step-by-Step 

Simmons 

£21.99 

Discover the techniques of 
the master investor and 
learn to apply the insights 
and techniques for yoirsatf 
in the markets. 


Investing with the 
Hedge Fund Giants 

Chandler 

£35.00 

Demystify the workings of 
hedge funds and cfecover the 
strategies and techniques to 
deploy to take advantage of 
these hffip flr forr na n m 
Bivestment vehicles. 
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Competitor 

Intelligence 

Poterd 

£24.99 

Survival in todajfe business 
world means knowrig whffi; 
your competitors are doing. 
Use this book to extract 
competitive advantage by 
engaging the tools of 
competi to r inteigence. 


Demographic' 

Investor 

Gregg 

£24.93 

Euupe is feeing an imminent 
pensions crisis, 'fet it is 
ramJtareoudy facing a 
mufcfcude of new hvastmera 
posstefties. Use this book to 
work with the demographic . 
momentum for superior and 
secure returns. 


Mastering Value 
at Risk 

Butler 

£35.00 

Mastering \tiJue atRisk • 
introduces a potentially 
powerful methodology for 
estimating precisely how 
much money is at risk each 
day in the financial markets, 
showing both its 
implementations and its 
limitations. 
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Corporate 
Citizenship . 

McIntosh, Lejpager, Coleman 
& Jones 

£21.99 

•Learn why putting corporate 
arizsnship at the heart of 
strategic planning gives you a 
competitive edge, learn 
about the new, best practice 
standard in social 
accountability: SA800Q. And 
team how to deliver a value 
-beyond the mere economic. 

25 Investment 
Classics 

Gough 

£19.99 . 

35 Investment Ctessks 
brings together the best 
invsstmant writing of all . 
time: texts that have.shapeti, 
and continue to shape the 
foundations of investment 
wisdom. 


The Stock Market 

Lfrttewood . 

£19.99 

The Stock Market, a 
historical end analytical 
account of 50 years in the 
London stock market which 
erffers invaluable insights into 
both the nature of the 
market and its relationship to 
oik' developing economy. - 


fT«a*cW /MW*pe** & <3*^ fee M Sos,^ 
l heir btxXs tOtll see^jyyx ike w&d AJ'ilkwAruM- 


KEITH CLACK. 
BLACKWEL L’ S , 0 XFO R D 


where big. ideas find expression 


Available from Blackwell’s Oxford and other great bookstores 


Blackwell's, Oxford {01865} 722/92. Mail Order; Blackwell's Extra, +44 1B65 792792/251361 fo; 
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HffiOPEAN OVERVIEW 
By yfacent Boland 

SSy:* stock markets 
lower yesterday as 
sp^ulation of more mergers 
^ scijaisitions was out- 
weighed by profitrtaking and 
S weaker start on Wall 
street » which was down ioo 
Pomts shortly after opening. 

Share prices had advanced 
m early trading amid a 
growing conviction that 
Eur °peaa coiporate restruct- 
uring would lead to further 
cross-border mega-mergers. 
Banking and pharmaceutical 
stocks had led the advance 
as investors picked out 

JTSEBWoclOO 

fndra 


1100 . 


stocks they felt likely to ben- - 
efit from the activity, but. 
analysts pointed to more 
immediate, bearish con- 
cerns. 

Strategists at JP Morgan 
warned of "a mild recession" 
in the US next year and said 
there was limited upside 
over the next 12 months for 
European markets because 
of a rise in the equity -risk 
premium, expected down- 
ward revisions to corporate - 
earnings estimates , and 
overbought bond markets. 

“Taking these factors 
together leaves the markets 
looking folly valued in our 
opinion," the. bank said. 

The FTSE Eurotop 300 

" Bond yfeU cam 

Pw cant (Nmenbar 30 1996) 

: : as 


index of leading shares Ml 
3029 points or &56 per cent 
to 1049,93, reflecting similar 
-closing levels at the main 
bourses. 

The FTSE Eurotop 100 
index- Ml 7605 points or 2.78 
per cent to 2J56S.75, while the 
FTSE Ebloc index of Emu- 
country markets fell 26.61 
points or 2.69 per cent to 
962LS3. 

Construction, stocks took a 
hanmuring. ending SJ7 per 
cent lower led by Bouygues, 
which fen Ecu 12.6 to Ecu 
160.96 after the announce- 
ment that a stake owned by 
Vincent Boflorfe, the French 
tycoon, bad been sold to fel- 
low entrepreneur Francois 


Pinanlt, eroding hopes that 
the group might be broken 
up. 

Deutsche Bank fel] Ecu L2 
to Ecu 53-29, although it had 
been higher after confirma- 
tion of its takeover of Bank- 
ers Trust. Other banks 
tipped as merger candidates 
drifted In later trading, with 
BNP closing Ecu 4.6 lower at 
Ecu 66.05. 

There have been hopes the . 
bank would cement its alli- 
ance with Dresdner Bank, 
which ended Ecu L7 lower at 
Ecu 38.75, through a more 
extensive merger. 

France Telecom fell Ecu 
22 to Ecu 5628 after its sec- 
ondary offering. 
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CONEL, S.A. 

On behalf o/RENEL, RA. 

(the “Company") 

Notice- of Meeting of the Holders of the Outstanding 
US $135 Million 
YEN 1.35 Billion 

f Floating Rate Notes Due 2002 and 2000, respectively 
(the “Notes") 

To: Citibank, NA, London Office, as operator of the Euroclear System 

RO. Box 18055 
5 Carmelite Street 
London EC4YOPA 

Cede! Bank, S-A. 

67 Grande Duchesse Charlotte 
4331 Loxembing 

This shall constitute notice (“Notice") of a Meeting (die “Meeting"} of the holders of the Notes (the “Noteholders") at 
Stationer's Hall, Ave Maria Lane, London, EC4M 7DD on II January 1999. at IOKX) aan. until noon, for the purpose of 
advising Noteholders of recent developments in respect of die Company and formulating an executive committee of 
Noteholders to continue such discussions as appropriate. 

The Company believes that it is in the best interests of the Noteholders that a quorum be present at the Meeting to 
conduct the business described above. 

Please be advised that, prim' to the Meeting, an informational meeting for Noteholders shall be held on December 1 8. 1998, at 
10:00 aan. at Coudeit Brothers ai the London office specified below. 

Noteholders may contact Bankers Trust International PLC al ihe office specified below during normal business hours with 
questions or requests for additional information. 

CONEL, S.A. 

On behalf c/RENEL, R.A. 

Bd. Gen. Magheru 33 
RO-70 1 64. B ucuersti- 1 
Romania 


Counsel to the Company 
Coudeit Brothers 
60 Cannon Street 
London EC4N 6JP 
England 
Contact: 

Elaine L Sheppe 

Telephone: (+44) (0)171-248-3000 
Fax: (+44) (0)171-248-3001 


Advisor to the Company 

Multinational Strategies. Inc. 

67 Irving Place 
New York, NY 10003 
U.S-A. 

Contact: 

Paul M. Sacks 

Telephone: (001)21 2-674-2677 
Fax: (001)212-533-7449 


Financial Advisor to the Company 

Bankers Trust International PLC 

I Appold Street, Broadgate 

London EC2A 2HE 

England 

Contact: 

Miles R. Millard, Michael Micko 
Telephone: (+44) (0)171-982-2500 
Fax: (+44-) (0)171-982-1151 


= CREGEM FINANCE N.V. § 

~ i fe mb m —w» = 

S — itail ' ' = 

i US. SIOUOOjOM f 

s HcaH^huHuBdaeSnU 5 

SlMaeeMtfiMtwnhibf provlwom nfto = 
= Nam. nates if haeby p-am IM to S 
= KaeariBitnHiarttefi<ttMtt|)aiad = 

= E*dttf33ibMqF 1090 twhttii Ota ai = 
= }129%peramura.Tbaii«nMacnu*{; = 
= tar nidi tix motth period tall bo US. — 
■ S3.48pcrUS.SISOOamiTNcte.and = 
E US- S23U1 per US. UtURO fcatr = 
= Nta. md US. RS4SJ+ per US. ? 
= MOBunOBmcrNatctaSIMitibj 19W = 
5 tgtongprniinmlnnerCbapMNB. Q. 5. 

AscaritoaO ' 2 

MUtataK nkptr . - ^ 


= ELECTRIC1TE DE 

| FRANCE 

i u&suojmjm 

E Fbatatpbta Nam die 3002 

= In juttikperwittibt pHnwanoraie i 
= Notes, nottx h body pwa feu to i 
= RMr of lateral tar to in imnUi period j 

— cnte^280iMaj IW to* bca Incdn ! 
S J-l 2 flbper«n*ian.Ttareienjixniiaj j 
3 tat tod) bh nd period taQ be US. i 
B S2&48 per US. SIAM Setter Nta.nl I 
= US. S2SL83 per US 410000 Bom \ 
E Note red US S2S48J6 per US ■ 
H 310CUM1 Beam Note n« 2*di W j 
5 apattn pKMrerecntdCagmNa. 13. 

= AgmBafc : 

MBdtataBrefcpta 


Italian Uro10tV>00^)0(VMM 
CREEXOP S.pJL 



Credito per le Impress e le Opera 
Pubbiiche Society per Azioni 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries lead prices higher 

MWrnuninifT nnun." "It’s a pretty thin day to German bonds pushed expected interest rates to 

begin with, and most European markets higher, come down to 3 per cent In 

By Arkady Ostrovsk y In Londrai thoughts are on the stock with most attention focused the first quarto- of next year 
■and John Labata In New York market,” said Tom O’Con- on the long end of the curve, and to 2.75 per emit in the 


European prices closed 
higher yesterday, taking 
| their cue from US Trea- 
suries, which rose strongly 
‘as profit-taking pushed 
equity markets lower. 

The 30-year US Treasury 
bond, the benchmark for 
long-term US interest rates, 
had gained 3 to 1Q2& by 
early afternoon to yield 5.098 
per cent Short-term issues 
were also higher, with 
rumours that at least one 
hedge fund was an active 
buyer in the market 

The two-year note was up 
£ to 100&, yielding 4-542 per 
cent, while the 10-year note 
had gained £ to MHM, yield- 
ing 4.734 per cent 


"It’s a pretty thin day to 
begin with, and most 
thoughts are on the stock 
market,” said Tom O’Con- 
nell, senior government 
trader at First Chicago Capi- 
tal Markets. 

Investors paid scant atten- 
tion to the release of a stron- 
ger than expected survey by 
the Chicago Purchasing 
Managers. The group's main 
index rose to 50.2 in Novem- 
ber, but analysts pointed to 
signs that activity would 
weaken further. 

A wider survey of manu- 
facturing activity is due 
today when the National 
Association of Purchasing 
Management reports its own 
index. 

However, most attention is 
focused on Friday’s release 
of the monthly labour mar- 
ket report. 


German bunds pushed 
European markets higher, 
with most attention focused 
on the long end of the curve. 
The December contract on 
the 10-year bund closed 0.28 
higher at 11447. 

Investors’ attention was 
concentrated on today’s 
meeting of the European 
Central Bank, which is 
expected to shed some light 
on the direction of earo-sone 
interest rates and money 
supply indicators. 

Danyelle Guyatt, fixed 
income strategist at Deut- 
sche Ranit. said: “The main 
issue is not whether we have 
an interest rate cat this 
year, tut by how much the 
ECB cuts rates next year ” 

The consensus is that the 
ECB will set the conver- 
gence rate at &3 per cent, 
but Ms Guyatt said she 


HypoVereinsbank raises DMlbn 


IlfrraFWTO|^BONpS 
By Khazem Merchant 


HypoVereinsbank. the 
recently merged German 
bank, yesterday issued a tier 
one DMlbn security, the first 
by a borrower since the 
Bank of International Settle- 
ments, the central bankers’ 
bank, eased rules on the defi- 
nition of tier one capital. 

The 13-year bond, compris- 
ing fixed and floating-rate 
tranches, is the largest such 
issue denominated in 
D-Marks. Both tranches were 
priced to yield 160 basis 
points over three-month 
Libor and the German gov- 
ernment bond respectively. 

The deal was launched in 
October but postponed ahead 
of the Basle Committee's 
revised rules, which were 
unveiled on October 37. 

The Basle Committee 
iTiatstPd that for such bond 
issues to be classified as tier 
one, the capital should have 
a fixed maturity. However, 
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German supervisors have 
applied a more relaxed defi- 
nition t han regulators in 
other countries. The bond 
met a good response from 
institutional investors. 

Yesterday’s Ecu300m issue 
of preference shares by San- 
tander Finance was aimed at 
retail investors. The offering 
was also defined as tier one 
capital by the Bank of Spain 
- ranking it higher than 
senior or subordinate debt - 


but falls outside the Basle 
Committee’s new definition. 

The Santander perpetual 
preference shares were 
issued with a coupon of 6J2 
per cent, several basis points 
below that of BBV, and may 
be bought back after five 
years at the issue price of 
Ecu25. BBV broke ground 
with this type of issue two 
weeks ago, when it Issued 
Ecu300 in preference shares, 
rising to EcuTOOm. 


WORLD BOND PRICES 
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expected interest rates to 
come down to 3 per cent in 
the first quarter of next year 
and to 2.75 per cent in the 
second quarter. 

In the UK, short gQts ral- 
lied on hopes of a 0.25 per 
cent interest rate cut after 
the meeting of the Bank of 
England's monetary policy 
committee next week. 

Long gilts also gained 
ground, mainly driven by a 
slide in equity markets. 

The December contract on 
the 10-year benchmark gfit 
gained 0.56 to 127.09, while 
the March future rose by 0.54 
to 117J2L But volumes were 
low. 

Japanese government 
bonds recovered some of the 
fails seen last week. The 
December JGB future rose , 
0.06 to 136.70 in late trading 
in London. 


Changes ltd UK gilts table 


By Khi Ayers 


Fannie Mae, the US mort- 
gage finance lender, 
announced a £2bn to $3bn 
bond to be fungible with an 
earlier five-year bond. It will 
be priced today. Comparable 
debt Is trading at 40 basis 
points over the relevant US 
Treasury. 

Asian investors, who have 
shown early interest, have 
been picking up plenty of 
short dated dollar debt in 
recent weeks. 
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' The FTSE Actuaries 
Government Securities Indi- 
ces, which cover the UK gov- 
ernment debt (gilts) market, 
have been ' extensively 
revised and their new format 
appears for the first time is 
the FT today, in the table 
near the bottom of this page. 

The indices being modi- 
fied, which date back to 1976, 
were developed by the Fac- 
ulty of Actuaries and the 
Institute of Actuaries. The 
revisions, decided by the 
independent committee that 
oversees the series, reflect 
significant chang es in the 
market over recent years. 
The new fe atu re s 

• The number of matur i ty 
band s fins been increased for 
both fixed interest and 
index-linked Issues. This 
meets increasing demand 
from mainly Institutional 
investors whose maturity 
requirements fall within a 
specific range. 

The five to 15-year fixed 
interest hand will stiff he 
published but, in addition, it 
has been split into five to 10 
and 10 to 15-year ranges. For 
inde x-linked issues, the pre- 
vious "over five years* sec- 
tor will also continue to be 
calculated, but it will be 
divided into five to 15-year 
and over 15-year bands. 

• A completely new total 
returns series has been 
added for all maturity bands, 
starting at a value of 1000 on 
December 31 1996. The toe of 
this base is designed to 
avoid confusion with the 
price indices. 

The new total returns indi- 
ces include gross interest 
income as well as changes in 
capita] value and are more 
suitable as a performance 
measurement benchmark for 
investors who do not auto- 
matically draw out the 
income generated by their 
investments. 

• Average duration calcula- 
tions have been added for 


(he stacks la each maturity 
ba nd. This measure identi- 
fies the overall a verage of 
the length of time to the pay- 
ment dates of the constitu- 
ent stocte. whether interest 
or capita and is used as a 
measure of volatility (to 
identify change fo yield 
for a given change tn price 
or viee-vtrss}. 

There are several methods 
of calculating d u ration. -The 
FT wffl.pdbBsh. that known 
as “Macaulay's duration” 
but the popular alternative 
“modified duration" wfif be 


stocks that have remained 
attractive for taxable private 
investors. There stocks will 
continue to be excluded from 
yield calculations. 

Some of the coupon bands 
were specifically identified 
to legislation for use in - par- 
ticular statutory calcula- 
tions, and to allow time for 
a ppropri ate alt erations to be 
the FT will continue 
to include yields calculated 
for a notional 15-year stock 
for both the former medium 
and high coupon bands until 
the end of April 1999b 


The big change in the index- 
linked *reaT yield calculation 
is in the inflation rate assumed’ 


calculated daily and w gl be 
obtainable from FTSE Inter- 
national, which maneges the 
indices and is jointly owned 
by the FT and the London 
St ock Ex change. - 
• FTSE will no longer calcu- 
late different yield indices 
for different coupon bands. 
This stems from the UK gov- 
ernment's move in 1996 to 
bring gilts within the capital 
gains tax structure. 

Most private investors 
were removed from the hew 
arrangements their capi- 
tal gains remained free of 
tax. However, institutional 
investors are now almost 
indifferent as to whether 
returns came from income or 
capita] 

This has resulted in the 
nearly complete removal of 
the “coupon effect”, whereby 
taxable investors were pre- 
pared to accept a lower gross 
redemption yield an a low 
coupon stock to allow -far the 
feet that capital appreciation 
was not subject to tax. 

Gross redemption yields 
across a wide range of cou- 
pon bands have become very 
similar, with the exception 
of a few very few coupon 


• Regular users of the yield 
indices will be aware that 
these are not ^rields on 
actual stocks but are derived 
from a curve draws through 
the yields on actual stocks. 
The yield at the 1 0-year 
point has now been added to 
the five, 15 and 20-year 
observations. 

Care should be taken to 
differentiate between these 
yield indices (derived from 
the yield cum) and those 
published for the price indi- 
ces and shown in the column 
after "duration” in the pub- 
lished table. 

The latter yields are the 
weighted averages of the 
actual redemption yields of 
stocks within the relevant 
maturity band. The equiva- 
lent tern that these yields 
-represent will constantly 
change as the actual stocks 
become shorter, new issues 
are introduced, stocks move 
to. a shorter maturity band 
and stocks join from a lon- 
ger maturity band. 

'#• Index-linked stocks. In 
addition to the extra matu- 
rity bands, the FT will now 
publish total returns and 
duration. . ... 
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Yield adadadSoU to titi fi d 
sector are no* ttartvad from a 
hypothetical yW4 cmnra nt 
they are for fixed intavBBt,^ 
but are aggregate radmq>.4 
tion yieWa of Urn portfolio of *. 
stocks within each maturity v 
band. Thus they corraspend d 
to those shown for the price s 
indices (not the ytoJd ind^d 
ces) for the fixed taterwR 


Although It may bmu oon- ? 
tradictory, the so caUedu 
-real" (or net of inflation)*- 
yield on an index-linked* 
stock is itself dependent <m> 
the rate of inflation used to 
the cafetdatton. . +i 

This is because the moot; ‘ 
tary amounts of all coupons *• 
mid maturity proceeds are.' 
calculated between seven 
and eight months before < 
they are paid and once this ■* 
calculation has been done it * 
is fixed, regardless of the 
rate of inflation experienced t 
to the intervening period. *» 

To identify the sensitivity 1 
of the calculation to differ 
ent inflation assumptions. 9 
the index-linked series have « 
been published for 5 per cent • 
An d 10 per cent inflation lev- _ 
els since inception. - \ 

But these inflation levels * 
have been less appropriate * 
for some time and the FT , 
will now publish daily “teal'* 
yields calculated at Inflation 
rates of 0 and 5 per cent. 
Within this range linear - 
interpolation provides a rea- ;j 
sonable approximation for ... 
most purposes. Calculations ■* 
for rates of 10 and IS per "l 
cent will s till be available r- 
from FTSE International. 

The bond committee has 1 
also updated some detailed \ 
index calculation practices. . 
Further information on - 
these and the other changes .. 
is available from the hefr ■■ 
desk at FTSE Internatkmsl “ 
on 44 (0)171-448 1810. 

Ken Ayers is Chairman of tht * 
FTSE Actuaries Band htdfces ' 
Committee, He is employed ' 
by Frank Russell Company J 
in London. v 
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MARI^REPOf^ 

By Alan Beattie 

st J erlta & sell order 

S££ S* ^ pound ® Ht * 

DM2^o Sn an 
otherwise orderly market 

hfamifl"* was wideJ y 

blamed on ham-fisted 

operations by the Bundes- 
bank, 

Tradere estimated that 
between £500 million and 
Ei.Shn of sterling was sold at 
the behest of the German 
central ' bank around the 
middle of the European ses- 
sion. 

This is about the time that 
the Bundesbank makes its 
“fix*’, setting the daily 
exchange rate for its com- 
mercial operations. 

Analysts said that with 
the ponnd sitting on the 
edge of a key support level 
at DM 2.8180. the rapid exe- 
cution of a number of ster- 
ling sell orders before and 
during the fixing caused the 
UK currency to drop sharply 



lower. • - 

Although it recovered 
against the dollar as the US 
currency also slumped 
against the D-Mark, the 
pound finished the day more 
than one per cent lower at 
DM2.791, down from DMJLffiS 
at the end of last week. 

The yen also fell against 
the D-Mark, closing down at 
Y72.70 compared with T71.9B 
on Friday. Market strategists 
said that some attention was 
drawn by news of a forth- 
coming interview with the 
head of the Ministry of 
Finance’s foreign exchange 
division, in which he Is 
to predict rapid yen falls 
against the dollar. 

■ Rumours of what the 
Bundesbank was u,P to 
dumping sterling so heavily 

■ POUND IN HEW YORK 
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swirled around the market' 
yesterday, hut most explana- 
tions seemed to have an 
obvious flaw. 

“One view was that an 
ECU bond was maturing and 
the sterling component of it 
was being sold out,” said one 
currency strategist at a US 
bank. “ButthlsiBa vogueish 
story that doesn't stand up, 
since sterling is only 1&5 per 
emt of the basket this 
implies a bond worth £8hn" 

- Reserves management by 
the- Bundesbank was also 
ruled out, since it is known 
to hold the vast majority of 
its spare cash In dollars. 

Chris Furness of economic 
consultancy 4Cast in London 
said that it may simply have 
been a large commercial 
deal. “Whatever it was, the 
Bundesbank seemed keen to 
get it through, yesterday, 
presumably because it was 
the last day of the penulti- 
mate month before the 
euro,” he said. 

But whatever the reason, 
the rumoured deals won the 







Bundesbank few friends yes- 


“I gather that four or so 
German banks were ordered 
to make the sates." said one 
analyst. "Given how much 
the price moved against 
them, I can't believe they 
were very happy about it. 
This is just one more exam- 
ple of the Bundesbank muck- 
ing up Its market 
operations," he said. 


■ Eastern European emerg- 
ing market currencies did a 
little yesterday following 
slips at the end of last week 
but the movements fell well 
short of a sustained depred- 
ation. 

The Polish doty closed 
down against the D-Mark at 
2.05 zlotys at the end of Lon- 
don _ trading yesterday. The 
Czech koruna also fell, clos- 
ing at. around K&17.95 
against the D-Mark, down 
from KC17.83 on Friday. 

Analysts said that expecta- 
tions of lower interest rates 
in the two countries were 
pushing the Czech and Pol- 
ish currencies down, but 
capital inflows in thin end- 
of-year markets were provid- 

■ OTHER CURBEMCffiS 
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ing some support 

The Czech National Bank 
meets on Thursday, with the 
market expecting a cut of 
around 100 basis points in 
the repo interest rate. The 
Polish central bank is also 
expected to cut rates at least 
once before the end of the 
year. 

“The strength of the Czech 
currency at the moment Is a 
bit of a conundrum." said 
Mansoor Uddin, currency 
analyst at SBC in London. 
"Its fair value is around 
KC18.SQ rather tban the 
KC17A5 level." 

"But in a thin end of year 
market, no cme really wants 
to come out and speculate 
against it The big leveraged 
hedge ftmd players seem to 
have been very quiet 
recently and are probably 
waiting until the new year 
when they will be reliquif- 
ied," he said. 

Mr Uddin added that the 
Polish zloty was supported 
by capita] inflows associated 
with privatisations. 
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COMMODITIES & AGRICULTURE 


Concern oyer 
supply hits 
oil prices 


MARKETS REPORT 


By Paul Sofcnan 
and Kennetfi Gooding 


World oil prices dived 
yesterday as the market con- 
tinued to worry about sup- 
ply levels in the wake of last 
week's meeting of the Organ- 
isation of Petroleum Export- 
ing Countries. 

In late trading on Lon- 
don’s International Petro- 
leum Exchange, the January 
contract for Brent blend was 
$10-34 a barrel Its weakest 
since a 12-year low of $10.65 
reached last week. It closed 
at $11.14 on Friday and is 
hovering at about $9 below 
its level just one year ago. 

On the Mew York Mercan- 
tile Exchange, January 
crude was $11.33 a barrel 
around midday yesterday, 
down 53 cents. 

Ministers from the world's 
leading producers met in 
Vienna last week but felled 
to agree on firm action to 
prop up crude prices, delay- 
ing any decision until their 
next meeting in March. 

Opec agreed earlier this 
year to cut output by 2.6m 
barrels a day. but the mar- 
ket bad been hoping for a 
co mmit ment to further limit 
supply, especially as there is 
evidence that some produc- 
ers are not complying fully 
with the cuts. 

Analysts said the outlook 
remained bleak, although 
some have suggested that 
the unusually cold winter 
forecast for the northern 
hemisphere this year could 
boost oil consumption and 
bolster crude prices. 

Activity on the London 
Metal Exchange picked up as 
US traders returned from the 
Thanksgiving holiday and 
began selling metals. 

Spot copper prices fell 
below 70 cents a pound 
($1,543 a tonne) on the New 
York Commodity Exchange 


for the first tune since 1987, 
but the LME price did not 
quite return to the recent 
11%-year lows. At the close 
three-month copper was 
down $11 a tonne at $1578. 

Meanwhile, 19 LME ware- 
house companies revealed 
they have formed a new 
trade association which, 
among other things, "aims 
to provide a focal point to 
aid the LME in the consulta- 
tion process with the associ- 
ation's membership on com- 
mon warehousing matters". 

This follows growing pres- 
sure for a comprehensive 
review of the LME’s ware- 
housing arrangements. Alan 
Whiting, compliance and 
regulation director, said last 

month it "is reviewing as a 
matter of urgency its con- 
tractual arrangements with 
warehousing companies to 
ensure they adhere to the 
spirit as well as the letter of 
LME rules”. 

The International Wrought 
Copper Council, which repre- 
sents copper products manu- 
facturers who buy refined 
copper from the LME world- 
wide, has called on the LME 
to look at incentives offered 
by warehouses. The consum- 
ers have long complained 
that cash payments are 
made to producers by ware- 
housing companies to coax 
metal into their stores. 

However, Charles Buck- 
nail, managing director of 
North European Marine Ser- 
vices, rhairmaw of the LME 
warehouses trade associa- 
tion, Insisted this was not a 
defensive move. "The associ- 
ation is strongly committed 
to the success of the LME 
and has offered its services 
to help continue this success 
in the future," he said. 

On the London Interna- 
tional Financial Futures and 
Options Exchange, the Janu- 
ary robusta coffee futures 
contract ending at SLT72 a 
tonne, up $22. 


EDIBLE OILS POOR WEATHER AND PESTS ARE EXPECTED TO HIT DOMESTIC GROUNDNUT J^OBUCTION 
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India to raise imports as 
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By Kuna! Bose In CeJcuHa 


India,, the world's third 
largest market for edible 
oils, win increase imports by 
at least 400,000 tonnes to 
2.4m tonnes during the cur- 
rent season, from November 
to October. 

Higher oil imports are 
needed because of "near 
stagnancy in domestic pro- 
duction and the forecast of . a 
demand rise of over 500,000 
tonnes to more than 8m 
tonnes in 1998-99", according 
to Asoke Sethia, president of 


tiia Eastern tpflfa Oils indus- 
try & Trade Association. 

The. federal government, 
which came under fire last 
season because of the 50 to 
100 per cent inflation in the 
price of oils, reduced the cus- 
toms duty by 10 percentage 
points to 15 per cent to 
“ensure that the domestic 
shortfall in supply is met by 
imports", said Mr Sethia. 

The Central Organisation 
for Oil Industry & Trade 
(COOID expects the winter 
oilseeds crop to rise 290,000 
tonnes to 13.05m tonnes. 


In spile of unseasoned rain 
and pest attacks in the west 
state of Maharashtra, 
the production of soyabeans 
is 310,000 tonnes higher at 
591m tonnes. 

“Our concern is with the 
groundnut crop, which is the 
source of the most popular 
oil with the Indian masses," 
said one trade offi c i al . 

"Unfavourable weather 
and the occurrence of pests 
win bring groundnut produc- 
tion down by 40,000 frames 
to 5.26m tonnes, in spite of 
formers turning over 16m 


hectares, a 
Han normal, 

oilseeds id- gpi y j &a ftktB 
Demand and~ pj£q$s .if 
gro und n u t oft w remain 
volatile arid thfawSFhwfte. a 


fae aflded; « . yr , 

Aixorfingto 

cation' seeftlsnSic&im wffi 
be up OTtyBOa fiUs tti&Sm 
tonnes -after India, harvested 
a hamper iisp of 

Ifi-Sra bate* .«■ 


later rasi hao 'oansed' any 
dama g e - to tbe^stamBsg «**. 


•ton crop as tt did last year " 
sahi Mr Sethia, . . . 

Trade officials are not sure 

- if the COOrr8 forecast of a 
summer oilseeds crop of 
10-55m tonnes, against 
lOAim tonne* last year, will 
jitove right 

“The government is saying 
3&at the- production of mtis* 
the largest summer oil- 
seeds crop, - will be 60m 
foones," saixl Mt Sethia. 

.. . “This is highly unlikely, 
blhe continuing fain to many 
y.gmstard growing centres is 
"jddaying sowing. Last year 


the government was com- 
pelled to Impose many 
restrictions on marksting of 
mustard oil because of the 
large-scale adulteration and 
the growers had dUScutty to 
disposing of the crap. As a 
result, they axe not teen to 
grow mustard this tin* . 

"Mustard production in 
the north Indian state c rf 
Rajasthan, which accounts 
for 40 per cent of the crop, far 
to expected to be cut bar up 
to 25 per cent. Farmers want 
to grow wheat, barley-. and 
gram instead of mustard.” 
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Uganda looks to clonal growth 
to perk up coffee production 



Propagation from cuttings rather than growing from seed could 
boost robusta yields more than three-fold, writes John Macfefey 


R obusta coffee bushes 
dominate much of the 
landscape in the 
Masaka district of south-east 
Uganda. It is one of the 
country's main coffee produ- 
cing areas and has some 
42,000 hectares under the 
crop hut many of the bushes 
are more than 30 years old - 
a few of then even date back 
to 1938 - and yields are low, 
often no more than 700kg a 
hectare. 

Higher yielding varieties 
of robusta coffee have been 
available for more than 20 
years, but most of the small- 
holder formers who grow 
coffee in the district have 
stayed with their old bushes. 

No more than 5 per cent of 
growers have planted the 
high-yielding “clonal” coffee 
- so-called because it is 
grown from cuttings rather 
than seed. Yet the clonal 
varieties are yielding form- 
ers over three times more 
coffee - as muchasZ^OOkg a 
hectare - and are also more 
resistant to will disease. 

Coffee is the mainstay of 
the Ugandan economy, earn- 
ing about two-thirds of 
export revenues and provid- 


ing employment for 80 per 
cent of the rural labour 
force. This year about 3m 
60kg bags are likely to be 
exported, 90 per cent of it 
robusta, and earn between 
$35Qm and $400m, according 
to the International Coffee 
Organisation. 

The widespread planting 
of clonal coffee could give a 
substantial boost to Ugan- 
da’s coffee output and export 
earning . Prospects for its 
expansion in Masaka. district 
seem brighter, although 
there are still some hurdles 
to be overcome. 

Until two years ago, there 
were few nurseries produc- 
ing clonal coffee and formers 
were often unable to obtain 

planting 1 mat print 

• However, material has 
become more widely avail- 
able since the privatisation 
of the old coffee co-operative 
system and a big increase in 
the number of private nurs- 
eries. There are now 45 of 
these in Masaka district 

The government Is provid- 
ing funds for the private 
nurseries through the 
Uganda Coffee Development 
Authority. 


Clonal bushes begin to 
yield beans two years after 
planting and reach thesr fuD 
potential after four years. 
Even with world coffee 
prices at their present low 
levels, the annual return 
from a hectare of clonal cof- 
fee after four years should 
more than exceed the initial 
planting cost, says Absalom 
Wasswa, a Masaka district 
agricultural nfffotai. 

Prices paid to fanners 
have risen by about 58 pe r 
fwit following p ri i mt i s atVri 1 
and the introduction of a 
licensed buyer system. Some 
estimates suggest that the 
gro w ers* share of the- world 
coffee price has rteestifrom 
less than 20 per, cent a 
decade ago to 65 per cent 
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Grounds for opHmivc Ctoeal bintm reach their fiA potantM attar four ynrs 


I n contrast to the old 
monopoly system, licensed 
buyers compete with each 
other to hoy the crop direct 
from the growers. "But the 
new system is open to abuse 
- it has led to unlicensed 
buyers moving into the mar- 
ket and cheating unwary, 
usually poorer, growers. 

A Anther problem holding 
back planting of clonal cof- 


fee in Masaka district is 
HIV/Aids. Uganda has the 
Moppet intadende^af. Afrfc hi 
Attica. 

Fur 

country -as a .. ;7S5 
ease torn not’ proved afy 
lem, says Hijjfry 
qaairty contiwl jcq$ aag& of 
the Ugand&ACjaffoer Develop- , 
meat Authority. "Gaffed pro- 
duction fo mainly by people 
above 45 w&o are nat mT fije 
Aids brocket,”' he ws. - 

However, Masaka district 
has been badly hit by. the 
disease, and, according to Mr 


Wasswa, fanners between 
the ages of 15 and 30 "who 
might invest their energy in 
re planting with ClOQal coffee 
are dying: The situation is 
had." 

Probably the most severe 
brake on the expansion of 
clonal coffee, however, is the 
shortage of credit for grow- 
ers. Establishing an acre of 
dowri coffee costs just over 
a jhflBoo: Ufejarotera shillings 
(Hearty £500}, - about three 
years' income for most coffee 
growers. Few -have the 
resources for subh an invest- 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Mas from A mefewto d Mabf Trtdbtf 
■ AUMMUU 917 PUfifTY JS per tome) 


Precious Metals continued 

■ flOCO OftEX (IOC TrayoL- fiTraj: nzj 


GRAINS AND OIL SEEDS 

■ WHEAT LWEflOC bun. £ (Wr tonofl 


SOFTS 

■ GOCMtffEflOtoNcfinmtf’ <■ 


MEAT AND LIVESTOCK 


SmB Butt 
|SlGC ChCBQB ll|p 


to" 
w w 


am o*t* 

print ebaaga Waft Um Vd 


om 

tat 


M Oft* 

prica ebangt Nfefe Urn VW 



Cub 

3 milt 

CJos* 

1296-7 

1299-300 

Preriuw 

129 X 89 

1304-6 

HgMM 


130471297 

AM Olidri 

1296 - 6 X 5 

1302-025 

Kcfbam 


1300411 

Opan In. 

323306 


Triri i trij Wonr 

44,700 


■ ALUMMIM AUOV {5 jm tan* 


Qow 

1073-8 

1104-5 

Pnrrious 

1075 -BO 

1105-10 

MgUn> 


11067)105 

AM OCUri 

1 G 73 - 7 B 

1104-08 

Ifali doss 


1105-7 

Open ML 

7 J 77 


TWri m uw 

1.942 


■ LEUBparmB 



Ctaa 

49 H 

492-3 

Pnwtous 

603-4 

497-8 

HfeMnr 


#wwe 

AM 0 IDCU 

5015-02 

495-55 

tot) don 


432-3 

Open ML 

41 JTI 4 


Triri iftrir inner 

5518 


■ MEXa. ff Dor Bros) 


Oom 

4140-50 

4305-10 

Preriens 

4140-50 

4205-10 

HgMnr 


4225 M 190 

AM Offlriri 

413040 

4195-205 

toll dm 


4205-10 

Opan ml 

6731 


Tori iMr tonuar 

13352 


■ TH (8 par tone 



Dm . 

5350-60 

6340-60 

Pmlaa 

5380-70 

5350-55 

MOMnr 


53855340 

am anew 

5305-405 

5380-90 

Ken dm 


5350-55 

Open H. 

1 X 669 


1 W« ririf toner 

X 617 


■ 2 B 4 X M«dil MgA esria ff OBrnto 

One 

9 B 0 V 1 

1 D 06 -S 

PlMOUl 

99 X 5 - 7 J 

1013-14 

HgMIow 


101 B 1 J 006 

am onto 

087 J 5 - 9 X 5 

1014-14 5 

tot don 


1007-6 

0 pm M. 

8 X 221 


Tote dWr tamer 

14.470 


■ OMPHl, gnda A M par um 


Cion 

15493-505 

1577-8 

PWkHS 

15655-65 

1592-33 

MghAw 


1587/1575 

AM ORcId 

1557-575 

1585-68 

toft don 


I 57 W 

Open tw. 

16 X 968 


Tori (lair Xmowr 

2 X 63 ? 


■ UK AM Offidri ES ntec 1MB7 



Dae 

2925 

- 4 fl 

2964 ) 

2918 20848 7842 

Jm 

7 X 40 

+145 

7 X 60 

7786 

234 

2040 

Dao 

931 

-15 

945 

Mb 

295.1 

- 44 ) 

29 X 8 

2918 2486 ) 57850 

Mar 

61.10 

+180 

91.10 

9040 

21 

9271 

Mar 

S 74 

-14 

9 B 

to 

297.1 

-40 

3008 

2968 

784 1 X 250 

May 

83.10 

+180 

6325 

81 JO 

419 

2703 

■w 

993 

-14 

W 07 

to 

28 X 9 

- 4 JJ 

3025 

29 X 0 

1885 15821 

-JM ' 

85.10 

+180 

• - 

- 

- 

304 

Jri 

1010 

-U 

1023 

A«g 

3006 

- 4.1 

3034 ) 

3018 

75 5884 

Sap 

61.50 

+180 

— 

> 

- 

96 

to 

1027 

-14 

1039 

□ct 

3022 

- 44 ! 

301-9 

3018 

13 S 2461 

Triri 





MS 

M 01 

Dae 

1051 

-14 

1063 


TPM <7^36148,181 

■ FtATMUM NYWTX (50 Traj Uz.: SAror czO 


■ mGtt(OT(UXU«i*ta(MUbtaata| 


Jan 

3558 

+12 

3565 

3518 

1886 11267 

to 

3518 

+18 

3562 

3432 

106 

1^08 

Jri 

3572 

+12 

3588 

35 X 0 

11 

245 

Od 

35 X 5 

+ 1 J 

- 

- 

2 

995 

Trial 





vn UBB 4 

■ paoaoom nwx goo Troy sto ej 


Ok 

27480 

-380 Z 7520 2734 X) 

2(9 

562 

Mm 

27380 

-380 27580 27280 

388 

p.ffW 

Job 

27180 

-380 

- 

- 

- 

5 

Trial 





a 

2899 

■ sura con ftiw nor«; caem a) 


Bee 

4825 

-72 

4812 

4818 14847 

5878 

to 

4848 

-72 

5012 

5012 

9 

84 

Mr 

48 X 5 

-72 

4892 

48 X 5 1 X 295 45831 

•to 

4918 

-75 

40 X 0 

4908 

123 

9,120 

Jri 

4944 J 

-72 

5028 

4932 

395 

X 113 

Wp 

4972 

-72 

5008 

4998 

U 

1891 


Dae 277 JO - 28100 27SJ5 15*26 10550 

liar 2B423 - 80000 206L25 20*63 73508 

MW 80*05 - 309-00 30X00 1.327 1ft99l 

JM 31425 -050 320.00 31225 1,342 Z1018 

Sap 3EU0 -025 32390 82290 M 1217 

Dae 334.00 -125 33590 33X00 73 1.121 

W W0B6 11807S 

■ HUE COT RMO ta ft* mean tBiMI 


raw 

■ cocoa csce no saw; s/knW) 


nnsi4M95 raw 


3Mt- ^ <' 

Prica ekaapa Wgb Urn Vet 

Dae 63250-0200 6X475 62350 X4S3 
M 62J75-0950 6X500 6X750 1308 
Apr 64325-0.125 65300 6435D 715 
Jm 63975-fl.KS 68300 82275 2 95 
MS 6X425-0225 83JB0 6X400 106 
Oct 6X400-4.100 36960 06900 47 

Voa 

m IBN BOSS CME(40jnObe;caMIW 


m ; 

24371 

37J19 

22378 

1138? 

733B 

2.127 


DM 


DW nxra +125 23175 21X00 333» 44362 
Mar 23030 «0.75 23230 22090 4038615X700 
May 23790 +1J5 23X50 23730 238( 3X656 
Jdl 24X50 +190 24490 24X00 2933 47305 
Sap 24930 +1 J5 248.75 24X75 271 7930 

Dae 25630 +1.73 25575 25430 1394 20£» 
Total RB3S73M910 

■ BABLEY UffiE (100 ionnes; E per tome) 


M2Z -36 1447 1420 42 601 

MW 1WT -42 1463 K3S XTOZ 41308 

May I486 -42 1485 1457 13*1 12.121 

JM 1462 -41 1511 1496 16 2300 

sap 1517 -41 1537 1535 14 3956 

DM 1548 -42 1569 1599 - 5399 

7KM 4364 7MB 

■ DOOM OCC09 pORMmai 


Ok 

M 

SW 


nw 


2X55940300 2X175 28300 2,456 
3X5734X600 3X675 35350 4293 
4xm«tun) 4X450 3X450 556 

S1^5+C950 51250 50300 328 
5X000+1350 53300 51300 152 
5X500+1375 5X500 52590 227 

aw 

■CiaUB CHE (40JMMB; Mnhae 


1X150 

15368 

6377 

4 

X238 

2,139 

war 


w 1 


. nfc 


■ DORS UFJE |5 tanas; S4om} 


TaW 


34359 74347 May 


ENERGY 

■ CRUDE OX mwx (1 300 bento. Wwreo 


to 

7X25 

+020 

P 

7MQ 

59 

696 

Jri 

Mar 

8125 

+080 

— 

- 

to 

220 

Sa» 

•to 

6235 

+080 

— 

— 


32 

Triri 

S*P 

8080 

+020 

7SL5D 

7BJBD 

10 

IP 

Mai 

tor 

8280 

+020 

— 

- 


IS 

Wri 





m 

072 

Dae 


Hm 1774 -06 2135 1950 1^40 1341 

JM 1774 +24 1780 1730 X534 20373 

Wr 1687 +Z7 1696 >043 Zjt7 5 12404 

May 1649 +29 1654 1G0Q 121 5,172 

1029 +29 1993 1588 - 1312 

1609 +29 1S8S 1585 - SOT 

7*1 


IMS 


4X575+1350 46-700 43300 317 

45300+1350 4X400 4X750 . 29 

4X200+1300- 47300 4630Q 31 

47350 +1J50 48300 4X100 5 

STS 


4346 

680 

456 

134 

5JK7 


JOTTBti>AD 


For solutions to today's crossword call 0891 430060. 
Calb cost SOp a.minute. 


LONDON TRADED OPTIONS 

MM prica S tona -Can- -P 


CROSSWORD 


Latnt Dayt Opan 

prtsa ctafa Iflgb Laar 1M M 

Jan 1096 -036 1136 1092 6S3B4 12&9k 

M 11-48 -4L7B 1236 1135 31J32 64361 

Mar 1133 -0.74 1Z67 >130 11J8S 3X880 

Apr 1235 -037 1234 1235 3301 1X180 

MW 12.78 -058 1331 1X75 1.134 1X535 

Jm 1X12 -033 1336 1338 2337 26,713 


M SOW86AIB C8F pJOda raMj caaBMOBl tatiial - 
JM 59X50+1135 59430 583JM 31347 71^11 


U230 -a» moo 11030 734 1323 

Mv . 11X10 -030 11130 10X25 4327 13312 
11040 -OSS 11200 10825 304 XSJ7 
11145 -035 11200 11130 33 2J21B 


■ OBBEHUPys/tarafl 


AW 

May 


Total 


Ldart Baft 
PriM Am* WW 

1X19 -035 1130 
1035 -035 1136 
1038 -0.79 1133 
1136 -4X68 11.82 
1135 -036 1231 
1135 -033 1230 


. fe*" 

too Ye) U 
10.19 21396 81397 
1033 11333 44397 
1038 3,895 27.855 
1138 U5T 1830 
1136 822 12719 

1135 2611 2X358 


1 HEATMB (ML HTMX (42300 US ffril; c/US (MM 


LME CMm BS raw 13500 


Spot IMS 3 ate 13433 G ate 13393 9 ate 13353 



Lariat Oaya 



Opab 


price ctmn Writ 

Lari 

VW hri 

Dee 

3X95 -2.15 

3385 

3086 34,712 14.7S4 

to 

3280 -233 

34.40 

3180 21,127 S7807 

Fab 

3380 -223 

3825 

3380 

4823 30207 

■tar 

3325 -213 

3520 

3385 

2033 22234. 

Apr 

3480 -188 

3X25 

34.75 

1250 13012 

Triri 

3X80 -123 

3/80 

3580 

1214 10286 

M BASOLI>ESAnM] 





Salt Bet* 



Opan 


(Me* mgr Hgh 

tor 

Wri lat 


■ HGH BRAHE cans (COMBO 


Dae 



SMI 

ton 



Opaa 


Prica rim Hfeb 

Tm 

VM tat 

Dac 

7085 

-085 

71.15 

6X80 

9270 10898 

to 

. 7085 

-025 

7186 

7020 

366 2880 

FM 

7185 

-080 

7180 

7180 

396 1251 

Mar 

71.45 

-X4S 

72J5 

7180 

7,484 32,748 

to 

7JJC 

-045 

7128 

71 JS 

M 1285 

•to 

to 

72.10 

-085 

7280 

7180 

159 4254 


Mi 


Total 


9430 -475 9X75 9435 12430 42394 
9330 -125 10275 9630 7387 29357 
10X00 -430 10X90 10225 2582 2U57 
10525 -3.75 107.73 10*25 1A33 12017 
107.75 -325 10X75 10730 948 B3Z7 

11030 -325 11225 KB.75 764 3287 


Mm 

90380 +1225 6032Q 50200 

X*9B 28805 

tor 

610JS +11.76 611.00 60180 

Z152 14887 

Jut 

61723 +1180 61720 60X75 

X1B7 10*2 

to 

61X23 +1289) 61X00 61380 

438 

1085 

Sep 

61X73 

1 

a 

9 

i 

14 

321 

Total 





4T012 Uf,M 

H SOYABEAN OX GST (SO0OOt«: dboMH 


Dac 

2X59 

+X13 

2380 

2576 1*063 

9082 

to 

25.76 

+0.13 

2585 

2502 22Z30 3X433 

Mm ■ 

2X03 

+022 

2X16 

2585 

X75* 28,106 

•to 

2X10 

+027 

2680 

2S88 

1030 11044 

JW 

2X07 

+022 

2X10 

25.75 

1801 13875 

to 

2X10 

+015 

2X00 

2580 

412 

1040 

Total 





4XME 107,177 

H SOYABSWMBLCBTtlOOtDiaiSM 


Dac 

1468 

+5.1 

14X7 

14X2 17899 17,179 

to. 

15X7 

+48 

1508 

1478 12844 4X804 

Mar 

.1842 

+48 

15*7 

1518 

6028 28,858 

•to 

15X2 

+4.7 

1588 

15X3 

- BSD 

11041 

JM 

1612 

+42 

161.7 

1588 

6Q8 

1X425 

to 

162.7 

+48 

1638 

1608 

419 

3.120 

TOW 





3X» *3X239 

■ potatoes LHC (20 ernes; E par feme 


Hat 

2308 

_ 

_ 

- 

_ 

K. 

to 

30B5 

+08 

3088 

3048 

135 

2010 


3198 

+08 

— 


— 

29 

to 

. B9J 

+08 

. — 


- 


He* 

988 

- 

- 


- 

3 

Taw 





138 

Z0ia 

■ msnirioHBouRFEriiatoKpaino 


Mo* 

950 

- 

_ 


_ 

249 

Ok 

910 

-5 

- 

— 

— 

16B 

to 

920 

-15 

930 

920 

23 

613 

to 

BW 

-5 

me 

980 

58 

767 

Jri 

8SC 

*& 

— 

_ 


376 

Total 

Ctaa* 

Prm 



m 

X4M 

BR 

9W 

MS 






Sap _ TH35 -035 11290 14230- 16 .1,486 


Dm 

TPW 


T1X1Q -030 11575 11630 77 . 736' 

MB BBS 


■ OOffBS 


ttarZf 
Damp, drily 


irt 


HctWanone ■ 


-Of* 


■ WaiElU6AB Lffre (50 Wri Wane 


M * ' 2433 +03 2443 2403 1301 20,753 

Hay 2M3 +03 2463 2(13 106 5,139 

AM .2*52 +07 24X3 244.7 216 3357 

Oct 2397 +17 2393.2374 .40 2B» 

Dec 241.1 «01 - - - 310 

Mar 2424 +09 2433 2433 - ■ 638 

Total VDl MBi 

■ SOGAR *11' CSCE (lIXOGOta WH 


Hv 823 +010 824 X13 6.47B S6.30Q 

May 833 +009 634 622 942 16758 

Jri , 834 +006 X3S X2S 62B 17/79 
Oct 833 +005 833 BAS 396.1X405 
Mar CT +002 838 838 & 

Hay 675 +002 875 873 205 1 gS 

raw XWMAW 


PX7*#1ME 

Jan 

to 

JH 

to 

1250 

- B6 

8 

-87 

27 

1300 

. 33 

2S 

50 

47 

1350 

- 13 

53 

37 

. 74 

» com 






Jrc 

Apr. 

Jan • 

Apr 

1500 

. 70 

13 

117 

• » 

1600 

. 18 

61 

64 

as 

1700 

. 2 

146 

31 

i« 

■ corns urn 

in 

Mar 

Jan 

Mar 

1650 

. 129 

66 

6 

» 

tun ; 

. 67 

74 

13 

87 

1750 

. 54 

50 

30 

122 

■ COCOA UTE 

Dac 

Mar 

Dac 

Mr 

BO 

. 25 

43 

1 

16' 

on 

. 3 

30 

3 

31 

1000 

. . 1 

IB 

3S 

45 

■ BrimrcatncrE 

' Jan 

Fib 

Jm 

Fib 

1W0 

. - 


61 

. • 

1150 

. 22 

. 

- . 

* 

1200 

- 

- 

- 

» 


• No.9,8S3 Set by CAPER 


LONDON SPOT MARKETS 

* cam OR. ms fear tone- 


+W- 


- H COTTOM NYCE (SOQOOBK caaHM 


Dae 


Oct 

Tatar 


6135 +015 8230 BUB - - 

6330 -O10 6472 6333 

8430 -0.10 6540 BM1 

6523 -015 6630 6620 - 

8820 +005 - 

3321 7MB 

ABE BCE (tSBOfea eaaWW 


Drixai 51X02-012* -USB 

SmV BMotf 4MM4 8X85-939 . -OfiT 

MriCBMad pat « 025-029 -031 

rltx - sumesix -t.n 

MLIRLPIIODOCBMHEprMiptlMMfy OF OttnM - 



M RMOBAL BAS IE QBB Mat peace par RmR 
Jm 16720 +0330 15770 1X630 435 4370 


TaW 


11X85 -0751187511X75 
12130 -080 1SUB 12075 
122.75 -065 72X4012X00 
18428 -8J56 1Z530 12425 
12475 -OSS 

1Z475 -OSS 12430 12430 


148 

443 


PRECIOUS METALS 

■ LONDON POLLICW MAMET 

ffrtcw aupplad by H M RoBacMM 


taw 


PULP AND PAPER 

■ reLPBeoaax (usx 24 Mr iXy an} 


M BA1184AL BAS WVMB 0X000 nuBau SftanflaQ 


waomrw spto eatM SRaqriv 

Dan 2BZ.M-28ZHI 

Opariog 295JV-29LD0 

MMMgh 20073 170.166 415325 

AIWIKMI M 29470 17B401 410312 

OWaMflb 2962029659 

DOT* Lon 2M 3029220 

ntriGMCta 29U029650 

laea Un Mbm BcMlaaMag Mm (Va USfe 

1 mono 428 6 montba J38 

zwataaa am ubomih ssr 

3 merits — 421 


LMW Day** Opan 

Prim Manga Hfeh Low W fat 

Jm 2306 -0.191 X0B0 1370 1X381 52.187 

M 2330-0.15* Z/SS IMS 7773 2X080 

Mar 2225 -0.129 2350 ZOO* X127 20938 

M 2328-0388 2390 2 JOB 13101X790 

tor 2340 -0381 2390 ZQ30 748 1X924 

Tottl 


SMI Dqn 

prin fringe Hfeb Low 

Vol 

toe 

tat 

Cm ' 41225 . -3J5 41400 41225 

20 

300 

Hv 43823 -200 44100 43X25 

60 

380 

Triri 

« 

726 

reiumc- n«n 



ar ban* dn eqppBaf er cmx 




■ UlUNnai BMSUK 

HtlB (42JM0 us aaBsidlSgaa*) 


BaarRc 


pArayot US a* 
29X12 


l! 

21 
XrniriM, 


-M0 8 


-MB 12 




-1W 


-248 


SDMCahs 

wupaumat 


S price 
29MB 
10>74 


£aqri», 

181-188 

4244 


M Day's Opan 

tonga Ogb Una Vol tat 
JM 2343-0083 1100 2340 340 11305 

Be 32L83 -Z33 94 35 3SJ3 IWt 8«5 

Jan 34.0Q -Z19 3870 3X35 1373S 36,672 

ft* 3540 -2.14 37.10 3540 1033 

Mv 3730 -134 3800 3770 X609 X172 

to _4k90 -1A4 41 AS 4090 1^79 X218 

•Bf41 AO-1 944300*1908857728 


RBtMT Metals from IMM BuOarin . 
European fraa marteat, S pv pound h 
wnahouaa, unto* (riharwte stated {tot. 
week’s prtcu In brackets, where changetA. 
Arritanaar. 99.8596. S par tome. 1716 - 
1780 (1775-1,325). Btomuths min. 
BBJ98%. tonne lota, Z30-X20. Cadmium 
mfti. 9990)6, cents a poiaw. i«-ix 
Cobalt MS fnm nrarkot. min, 99.6%, 
13-14 (14-15). min. 88AK, 10.7C-TZaj 
(11 .KM 3-30). Manaay; min. 9X99%, S 
P* 78 pound flaak 13T-14S. Iriofybto- 
ranc arummad motytocllo eadda, 2A0-24O 
(2.10-275). fl alan fam : min. 99A9C, 140- 
2-30- Tungsten ones 38-48. Vanadlwm 
mm. Bft%. 740^-70 ejBMACX ■- ■ 


VOLUME DATA 

Open Wared ari Koine data Am tar ontofi 
MM oo C0WEX. HTMBI, CTT. IRCE, CHE. CSCE 
and PE Cnria 09 m on to h ana VWne X 
Open umt Brita oe to uurid nariM. 

INDICES 

M itariwi Boms 16/M31 

• 10Q 


Ho* 90 Mb* 27 

1477.10 14743 

■od* eon 

14707 

18027 

■ CRB Mmm pnB 1987 - KM 


was Ho* 2* 

[-■ -|- 


.19X99 19X99 

■ asa WridBHK igra 

-100) 


to* 25 Nov 24 
13704 137X8 

anata ago 

. 14X21 ' ' 

wan 

18802 


naatan fiaeolnt 

SI 20-122 

■S ' 

6M« 

.993-95 

-30 

Hnqr RM 01 

536-58 

-1 

•Wttw . . . 

SI 20-123 

-10 

Jot foal. 

.. HOW 10 

-40 

BMH •• - 

SHB-105 

-1 

■ M7SML BAS Staxaflbnp 


Bod DM 

1403-1400 

+004 

.AtNH+n M M*r<mn)aKm* 


■ NIB 



Grid! feer nr otf 

S2920S 

-370 

awfeartw«)f 

.48700c 

-600 

Ptatanm few my be) 

S3640O 

+xoa 

Mlba fear nr ozj 

S2740O - 

+000 

•tapper ' 

7XDe 


LtoftB pr«g 

45jMc - ' 


Tki (Kcto Uncial 

2O0OT 


TfcfftarYto 

2540 

- +10 

cute few wriferi 

S2.15R 

-175* 

StaMvfetatoate 

(UDg 

+109* 

PfeKfennfetot 

4BJ^ 

-108- 

Lon. teyngir (rto 

SI 97X0 

+020 

Lna to wgv (to 

RtiJO 

+SJB 

Bwfe (to- to)- 

Urn 

IWzb 9S HB3 Wow) 

£10900 


MUM (US- Doric. MatO 

Itaq- 



ue mnwase snxaa wmm{ 

AfctMM +5.100 

AtaririiMritay 

caprw +3jjaa 

Urri -125 

McM • +126 

to -075 

Tta +80 


Mbbv 
Wbrr BXRSSlhrtJ 
0BCOM06 

Frio 08 

OpiBti 

SayriMU (US 
Orion EWoriCK’ Un 
•wmv-JMp amp) 


«U5p 

SUSn 

SBTAOn 

TTttOy 

640JQ 

saw 

IKAy 
KUO 
-31 5p 


+1JM 

0 


ACROSS 

1 One’s not that close, rela- 
tively speaking (6tf) 

10 28 -« you say it lies when 
nervous (7) 

ZZ Another p*wm> of Di - a 
rose, possibly, (7) 

12 What Napoleon became? A 
character on a French 
island (5) 

13 Heather goes to university 
to Italy far paste (8) 

15 A Private MB, sadly, might 
be calle d a bloodsucker 
(7*3) 

IS Every other army book 
conceals a reading desk Ml 

18 Ixnver - Latofer 

20 Unfortunately gore follows 
“for sailor runs this up 
<5«5> 

22 Cavorts ridiculously 
around the middle of 
scam? (8) 

24 Dowdy woman’s got tiny 

fat bum (5) 

26 There's an art to 

Z7 Copy a 

O) 

28 Sr forge preci ° us mebas 


bloomeK (7)" 

• “Tune Out" with it 



„ DOWN 

2 Some feel it is 
favouring only the best (7) 

3 Popeye’s favourite, say - 
green stuff found in the 
kitchen (5j3) 

4 Long grass upset an animal 
tt) 

5 One drink token In tay 
mouth at first no) 

8 "passed about lag wanting 
suver contains examples 
of this (5) 

7 Element found, symboli- 
cally. In the middle of Lon- 
don Bridge (7) 

8 You need o ruler, pansy 
and a giant lUy <5,81 

9 In nls profession be puts ah 
“aardvark" before roost 
other things (13) 

14 K makes more g-great wop 
tying (10) . 

17 Queen has a loud seizure 
when opening soldier’s 
rude drawings (8) 

19 When, la fact was wrap- 
Ptag present (7) 

21 Leave second bit of yucky 
eat stew <7) 

23 Make use of a very 
first-rate student (3) 

28 Leaders of sxriogtau insti- 
tutions preserve scarce 
flics (4) 
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ment and commercial banks 
are reluctant to extend them 
credit 

Farmers who make the 
switch to clonal coffee also 
have no earnings from, the 
crop in the first year and 
then only low returns In the 
second This again can prove 
an taswmouutable hurdle. 

Unless the credit obstacles 
are overcome, expansion of 
the high-yiek&ng bushes in 
Masaka district is likely to 
be slow. Yet the Ugandan 
economy needs the foreign 
exchange they could earn. 
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gtaflon to Saturdays Prtre puale on Saturday Deoxrober 
Solution to yesterday's prize puzzle on Monday December 
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LONDON STOCK EXCHANGE 


■taking 


MARKET REPORT 


By Steve Thompson, 

UK Stock Marital Editor 


Domestic and international 
factors combined to erode 
the recent gains in London's 
stock market yesterday. 

A sharp dose of profit- 
taking on Wall Street, where 
the Dow Jones Industrial 
Average tumbled well over 
100 points not long after 
trading commenced, plus 
another spate of profit warn- 
ings from a handful of mid- 
cap and smallcap companies, 
gnawed away at the mar- 
ket's confidence. 


A round of worryingly 
large fails across Asian mar- 
kets, where Hong Kong 
dropped over 3 per cent and 
Tokyo in excess of 1 per 
cent, had earlier set the UK 
market on its downside path. 

And doubts began to creep 
into the market about the 
potential for another reduc- 
tion in UK interest rates 
after the next meeting of the 
Bank of England’s monetary 
policy committee, scheduled 
for December zo. 

The end result was a dos- 
ing fall of 100.3 in the FTSE 
100 index which settled at 
5,7433, easily the day's low- 
est level. 


“The Institutions are 
slowly coming round to the 
idea that the London market 
has already seen most of the 
pre-Christmas surge and the 
weekend press highlighted 
the deteriorating outlook for 
corporate earnings. Perhaps 
we're now looking at a 
period of side-tracking,'’ said 
one marketmaker. 

But be cautioned that the 
London market still had the 
capacity to surprise the mar- 
ket with more bids and take- 
overs “and probably from 
areas where takeovers are 
not expected." 

The prospect of further 
takeover/merger activity on 


front-line stocks, one of the 
real driving forces behind 
the upsurge in global mar- 
kets in recent weeks, tended 
to die away alter Shell said 
initial faUff with Texaco bad 
been called off. 

There was bad news for 
London market participants 
as the tie-up of Deutsche 
Bank and Bankers Trust was 
seen as the next step in the 
recent job losses In the brok- 
ing and investment banking 
community. 

The latest blast of bad 
profits news cut through the 
midcap and smallcap areas 
of the market. 

Profit warnings from de- 


mentis, fo rme rl y the special- 
ity chemicals arm of Har- 
risons & Crosfleld, and 
Rugby Group, one of the 
UK’s longest running braid- 
ing materials groups, proved 
especially damagin g for the 
midcap stocks. The FTSE 250 
index closed a net 243 off at 
4301.7, and looking well set 
to drop below the 4300 level 
in the short teim. 

Profit warnings and bad 
figures were rife across the 
smallcap Issues where per- 
centage losses exceeded 40 
per cent in Creos Interna- 
tional, and where no fewer 
than six stocks posted losses 
in excess of 20 per cent. . 
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The FTSE SnxafiCap Index 
settled off at 2,0653. 

Turnover in the equity 
market, normally depressed 
on a Monday, was a healthy 
9363m shares, with non- 
FTSB ZOO strides accounting 
far 55 per cent of the overall 
figure. ' 

Tim banking sector was 
the scene of much market 
activity with Barclays Bank 
shares initially racing ahead 

as the weekend press specu- 
lated on the prospect of the 
bank being vulnerable to 
either bid or merger 
approaches after last Fri- 
day’s resignation of chief, 
executive Martin Taylor. 
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Setback 
but Shell 
steady 

COMPANIES REPORT 
By Peter John, Joel Kibazo 
and Martin Brice 


Shell Transport lost an early 
lead as the oil major 
announced it had called off 
talks aimed at forming a 
European alliance with Tex- 
aco of the US. 

The venture, which would 
have covered marketing and 
manufacturing, was forecast 
to save the embattled com- 
pany up to $200m. Analysts 
estimated the deal was 
worth up to lOp on the share 
price. 

However, the stock was 
comparatively resilent, only 
falling in line with the mar- 
ket in spite of additional 
pressure from further weak- 
ness in underlying oil prices. 

“The market would have 
been harsher on Shell but it 
is waiting for the strategy 
meeting in two weeks, when 
it expects something excit- 
ing," said one analyst 

There was also support 
from BT Alex Brown, a lead- 
ing bull of the oil majors. 
The broker believes Shell is 
in a position to overcome the 
pressure or low oil prices, 
disappointing earnings and 
Industry consolidation. 

“Shell’s shift in strategy 
towards lower growth 
(through capital spending 
cuts and asset writedowns) 


but greater emphasis on cur- 
rent returns, greatly 
increases its chances of 
delivering significantly 
improved profitability." said 
BT Alex Brown. 

Furthermore, informed 
speculation that Total of 
France and Petrofina of Bel- 
gium are poised to merge 
prompted several dealers to 
suggest that Shell might also 
become involved. Shell was 
up 8 at best but ended the 
day a net 8V a lower at 3KiVip. 
BP fen 6 to 945p. 

Retailer Kingfisher 
appeared to be firmly back 
in favour as the shares 
surged against the poor mar- 
ket trend. They closed 29Vi 


FT 30 INDEX 


or 5.38 per cent higher at 
578p, the best performer in 
the FTSE 100. 

The stock is among those 
favoured by Charterhouse 
Tilney which has upgraded 
its recommendation on the 
sector from “neutral” to 
"overweight” saying: "Con- 
sumers are coming out of 
their shells. Potential inves- 
tors should do the same.” 

Turning to Kingfisher, the 
team at Charterhouse 
believe there Is “massive 
upside” in the group’s DIY 
operation, B&Q. from new 
space and potential market 
share gains in building mate- 
rials, baths and kitchens. 

The analysts added that 
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Kingfisher is "one of the few 
UK-based retailers with a 
credible long-term foreign 
expansion strategy”. 

Drinks and hotels group 
Bass, which reports figures 
on Thursday, surrendered 
Friday's gains as Morgan 
Stanley Dean Witter down- 
graded its recommendation 
on the group. 

The shares lost 41 to 836p 
yesterday in trade of 2.7m. 

There was strong demand 
for the stock at the end of 
last week after Merrill 
Lynch published a positive 
note. The broker upgraded 
its recommendation to 
“accumulate” from “neutral" 
and set a near-term share 
price target of 925p. 

However. Morgan cut its 
rating on the stock to “out- 
perform” from “strong buy" 
saying the shares were test- 
ing its 900p near-term target 

Pressure on BG travelled 
over from Latin America. 
The gas company is one of 15 
bidding for a 15 per cent 
stake in YPF of Argentina 
and the stake would create a 
9l.5hn dent In BG's cash 
pile. The shares closed down 
13?. at 415 Vip. 

Zeneca fell 67 to £25.20, 
continuing a slide prompted 


by a Credit Lyonnais down- 
grade last week. 

Carlton Commimlcatioiis 
moved forward 20% to 487p 
as the market anticipated 
strong figures today from 
the broadcasting group. 

Heaters outperformed the 
market as ABN Amro 
increased its profits foreran 
for the 1998 calendar year to 
£6l0m from £S95m and reit- 
erated its “undervalued” 
stance. 

The raised forecast com- 
peted with negative weekend 
press reports. The shares 
were np 14% at best but 
closed 3 lower at 585Y,p. 

Halifax stood out with a 
rise of 9 to 862p after intense 
weekend press speculation 
that the bank is poised to 
merge with Barclays. 

The speculation follows 
the surprise resignation of 
Martin Taylor, Barclays’ 
chief executive on Friday. 
Barclays, which fell more 
than £1 an Friday, recovered 
well in early trading. But, by 
the close, the rise was cut 
back to a penny at £13.75. 

Royal Bank of Scotland 
fell 48 to 91%) with investors 
worried about the prospect 
of big provisions for Asia- 
related losses, when the 
h ank reports on Thursday. 

In telecoms, dealers 
blamed general profit-taking 
and the poor market trend 
for the decline in BT. The 
shares gave up 47% to 830%p, 
the worst . performer in the 
Footsie. 

Cable & Wireless Commu- 
nications was one of only 
two stocks to move ahead in 


the sector, the shares hard- 
ening. 6 to 540p. The stock 
was boosted by a recommen- 
dation from Morgan Stanley 
Dean Witter. The broker, 
which has just started cover- 
ing the stock, has a 12- 
month price target of 60Ep. 

Speciality etamleialn group 
KLementis, formerly Har- 
risons & Crosfield, fell 21 to 
T5p after announcing a prof- 
. its warning. 

The company said condi- 
tions- in several divisions 
had become more difficult as 
the second half of the year 
progressed. 

The Dresdner Kleinwort 
Benson MldCap team pub- 
lished its recommended 
stocks fin 1999; fallowing the 
58 per cent outpetfonuance 
Of its 1996 FTSE 250 portfo- 
lio. ■ ■ ' 

The team opted for Aggre- 
gate Industries, which eased 
to 73*497 Cattles, up 17 to 
629%p; Energis, unchanged 
at £10.95; Kwik-Ftt, which 
rose 7% to 541p; Loglca, 
ahead 7% at 440p; Sage, 
which rose 40 to £14.50;- 
Serco Group, down 7% at 
£10.20; Shanks & McEwan, 
up 3% at 201p; SamerfleH, 
up 7% at 455%pr and 
JD Wetherspoon, which 
gained 4 to 207%p. 

The team opted for stocks 
set to benefit from consolida- 
tion and organic growth, 
although it retains an under- 
weight recommendation on 
the FTSE 250 index. . 

Rugby Group was one of 
the worst FTSE 250 perform- 
ers as the building materials 
company issued a profits 
warning that took its toll 
across the sector. 

Rugby fell 7 to 8l%p after 
it said recent trading in the 
joinery business had been 
disappointing, with volumes 
well below expectations. 

ft said there had been a 
move towards uPVC win- 
dows, which pr om p ted one 
analyst to say: “The future 
seems to belong to plastics 
in windows and wood 1s 
increasingly challenged in 
doors." 
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The UK Series II TRADING VOLUME 


Major Stocks yesterday. 
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STOCK 



Sell-off in US techs 



bourses lower 


worn ^.OVHWIEW 

Not even another bout of 
merger mania could keep the 
equity markets moving 
higher yesterday, as an early 
sell-off in US technology 
stocks dragged other bourses 
down, writes Philip Coggan. 

Investors absorbed details 
of Deutsche Bank’s bid for 
Bankers Trust and or the 
link-up between Hoecbst and 
Rhdne-Poulenc. And shares 
in Petroflna of Belgium were 
suspended amid talk that 


Total and Elf might be bid- 
ders. Packaging group 
Rexam of the UK launched 
an offer for PLM of Sweden. 

However, the merger band- 
wagon lost a little momen- 
tum when Shell abandoned 
joint venture plans with Tex- 
aco in its downstream busi- 
ness and Alcatel denied 
press reports of an imminent 
merger with GEC. 

Takeover talk has sus- 
tained the latest phase of the 
world rally, wbich began in 
early October when central 


banks started to cut interest 
rates. But all rallies tend to 
pause for breath, especially 
after (as in the US) they 
have reached new highs. 

When investors are 
tempted to take profits, they 
tend to look for stocks which 
have risen the fastest and 
look the most vulnerable. 
Thus it was yesterday, with 
the high-flying Internet 
stocks - many of which have 
no profits and limited reve- 
nues - taking a hit. 

But Wall Street was not 


the only culprit- Asian mar- 
kets set the tone for the day, 
with both Hong Kong and 
Tokyo moving lower. 

Bearish strategists, who 
were looking smug at the 
start of October, have been 
taken aback by the speed of 
the rebound. But most have 
studs to their guns, arguing 
that investors have ignored 
the potential downside for 
corporate profits. 

In its latest note, the strat- 
egy team at Dresdner Klein- 
-wort Benson warns: “The 


Dow tumbles 
after bank 
takeover 


iticDienc pushed lower. Merrffl Lynch 

lost $3f2 to $76. The days 


Stocks on Wall Street gave 
way to a broad-based sell-off 
by early afternoon as inves- 
tors cashed in shares of 
high-flying internet stocks 
and financial shares were 
sold off after Deutsche 
Bank's takeover of Bankers 
Trust, writes John Labate in 
New York. 

Weakness took hold early 
on but by midday the mar- 
ket bad picked up from its 
worst levels. By early after- 
noon. the Dow Jones Indus- 
trial Average was down 
113.28 to 9,219.80 and the 
broader Standard & Poor's 
500 fell 14.62 to 1,177.71. 
Declining shares were ahead 
of advancing ones by 2 to l 
on the NYSE. 

Cyclical and financial 
shares were among the big- 
gest fallers in the Dow. 
Alcoa plunged $3ft to $74% 
and Citigroup lost $2 to 
$50%. 

As equities sold off. bonds 
surged as traders largely 
ignored a Chicago Purchas- 
ing Managers' report that 
recorded stronger than 
expected activity. The 30- 
year bond was up 1 to 102ft 
by early afternoon, sending 
the yield down to 5.098 per 
cent 

Weaker internet and com- 
puter-related shares put the 
Nasdaq under pressure, off 
28.86 to 1,989.58. Electronic 
commerce shares plunged 
after a series of sharp share 
price rises in the sector, with 
OnSale down *22% or 23 per 
cent to $74% while eBay lost 
$8% to $209%. The American 
Stock Exchange’s internet 
index fell 3 per cent 

Shares of Bankers Trust 
gained $1% to $B6H after 
news of the Deutsche Bank 
acquisition was announced, 
but most financial shares 


other significant acquisition 
was in the medical device 
sector. Shares of Arterial 
Vascular soared $16ft or 
more than 50 per cent to 
$48}S on news of the deal, 
while Medtronic eased Sft to 
$69*. 

Specialty retailer Gap was 
unchanged at $76% after CS 
First Boston lowered its rat- 
ing to ‘‘hold". 

The Russell 2000 index of 
small-company shares was 
down 3.26 to 398.83. 

TORONTO was weak at 
midsession, knocked down 
by Calls in the financial ser- 
vices. golds and precious 
minerals groups. The TSE- 
300 composite index was 
91.92 lower at 6,376.40 in vol- 
ume of just over 35m shares. 

Banks, in the middle of 
their fourth-quarter report- 
ing season, have been hit by 
rumours that finance minis- 
ter Paul Martin could reject 
proposed banking mergers. 
The sector was also unset- 
tled by the prospects for a 
large majority for the sepa- 
ratist Parti Quebecois in yes- 
terday’s provincial elections. 

Bank of Montreal lost 
C$1.50 to C$63.60. Canadian 
Imperial Bank of Commerce 
was C$1.10 lower at C$33.70 
and Toronto-Do minion Bank 
dropped 75 cents to C$50.75. 

In the gold sector, Barrick 
Gold lost C$1.80 to C$29.95 
and Placer Dome was 75 
cents weaker at C$22.75. 

Energy stocks were also 
on a slippery slope again as 
prices for oil and natural gas 
sagged, forcing investors to 
question company prospects. 

Analysts noted that crude 
oil prices had fallen after 
last week’s Opec meeting in 
Vienna failed to take action 
on alleviating a global ofl 
glut 


EUROPE 

The weakening dollar and 
Wall Stree t’s depre ssed start 
sent FRANKFURT lower as 
the recent euphoria over a 
spate of corporate restruct- 
urings - both real and imag- 
ined - began to wear off. 
The Xetra Dax index fin- 
ished 133.07 or 2.6 per cent 
lower at 5,026.14. 

Deutsche Bank lost DM225 
to DM104.65 after the group 
said it had sealed a takeover 
of Bankers Trust in a $10.lbn 
deal. 

Analysts said the weak- 
ness reflected concerns that 
the price was a little too 
high and that the takeover 
would be financed through a 
partial capital increase. 

Chemicals and pharmaceu- 
ticals group Hoechst dropped 
3 per cent ahead of today's 
joint news conference with 
tie-np partner Rhone-Poul- 
enc. The Hoechst shares lost 


European airlines 
State priest (abased) 

350 



investment community con- 
tinues to ignore the full 
im plications of price stabil- 
ity at Its periL Investors 
brought up conditioned on 
recent valuation relation- 
ships win prove disast rous. 
Buying cyclicality when it 
looks cheap on 15-year his- 
torical relationships -will 
prove disastrous. 

"Price stability means that 
earnings cyclicality will 
increase and as a resnlt it 
will be iterated. Full blown 
recession is not yet an inevi- 


tability but a pronounced 
profits recession is already 
in. full swing in the US and, 
the UK. Our central case 
over the next year is that 
bonds outperform equities 
during tiie period of valua- 
tion a dju s tm ent 

“Subsequently western 
equities will only outperform 
bonds if outright recession is 
avoided in the west. That 
could be difficult, however, 
given the grotesque excesses 
that are now evident in the 
US economy.” 


Dax falls as dollar weakens 



The FTSE Eurotop 300 index fsB 
30.19 or 2J>6 per cent to 
1.149L93L See Euro Prices page. 


Sao Paulo drops back 


DM245 to DM72.50. Hoechst 
had risen since mid-October 
but s ftri on profit-taking last 
week having reached a 
recent high of DM79.50 on 
November 23 after confirma- 
tion of the merger talks. 

Steel and engineering 
group Krupp jumped DM4.50 
to DM233 after reporting that 
pre-tax profits in its short- 
ened 1966 business year sur- 
passed the figure for the 
whole of 1997. Thyssen put 
on DM1 .95 to DM307.95 as 
Krupp shareholders met to 
vote on the planned merger 
with Thyssen. 

Degussa put on DML80 to 
DM84.60 ahead of annual 
results today. 

PARIS ended within a 
whisker of its low for the 
day with the CAC 40 index 
off 107.5 at 3343.38 after an 
active session. 

France Telecom racked up 
turnover of FFr32bn - a 
fifth of total CAC 40 turn- 
over - and lost FFr15 at 
FFr395 after the price of tire 
second tranche of shares to 
be sold by the government 
was set at FFr390. 

BNP shed FFr30.10 at 


FFr435 and Sod&te Generate 
lost FFr43 at FFr896. 

Among techs. Cap Gemini 
and Thomson-CSF both 
dropped more than 6 per 
cent, slipping FFr56 to 
FFr832 and FFr16 to FFr214 
respectively. 

Rumours that it was set to 
bid for Petrofina of Belgian 
helped to keep oil giant 
Total in positive territory. 
The shares hardened FFrl to 
FFr705. 

Bouygues tumbled FFr83 
or 73 per cent to FFTI.060 as 
bid hopes faded on the news 
that a 12.6 per cent stake in 
the construction group had 
been sold into what brokers 
saw as "friendly hands”. 

AMSTERDAM ended off 
34.99 or 3.1 per cent at 
1,100.61 on the AEX index. 
Severe profit-taking sent 
KLM down 9.7 per cent and 
ING and Philips each lost 
around 5 per cent. 

KLM, up more than 15 per 
cent early last week on 
enthusiasm for the group's 
alliance with Alitalia of 
Italy, fell FI 5.60 to FI 5230. 
The airline denied a press 
report that it was set to link 
with Air China, but said it 
was seeking partners in 
southeast Asia. 

Among leading heavy- 
weights. Philips came off 
FI 5.80 to FI 121 and ING lost 
FI 6.30 at FI 109^0. 

Royal Dutch shed FI 220 to 
F] 91.60 after announcing the 
breakdown of talks with 
Texaco of the US aimed at 
merging the two groups’ 
downstream operations in 
Europe. 

ZURICH turned lower, 


along with its neighbours in 
spite of some support from 
lingering merger hopes. The 
SMI index which held up 
better than its counterparts 
for much of the day, finiriied 
with a loss of 1333 to 7,0834. 

Roche certificates turned 
back from a high of 
SFrJ 6,900 to close SFrSIO 
weaker at SFT16.400 after a 
day marked by further spec- 
ulation that it could soon 
announce a co-operation 
with another major com- 
pany. Names cited included 
US pharma group. American 
Home Products, and Swe- 
den’s Astra. 

The chemicals sector was 
more upbeat, with merger 
partners Cite up SFr3 to 
SFT131.50 and Clariant SFrll 
higher at SFr691. Ems 
Chemie was also stronger 
with a rise of SFr90 to 
SfrRSOO. 

Algroup, which announced 


its merger with the German 
conglomerate Viag on Fri- 
day. lost SFr60 to SFrL.760. 

MILAN finished weaker an 
the heels of the weak start 
on WaQ Street and the Mlb- 
tel index registered a loss of 
560 at ZZ374. 

Against the trend, finan- 
cial publisher Glass Editor! 
soared as the shares made 
their debut. The shares were 
suspended at L4£65 at one 
stage and were trading at 
U.48S by the close, stUl a 
sharp premium to their offer 
price of L4.150. The IPO was 
some five times subscribed. 

Alitalia put on L230 to 
L6J394 in the wake of its 
joint venture agreement 
with KLM and ahead of its 
entry into MSCI index 

MADRID moved lower and 
the general index ended off 
17.14 at 844.96. Telefonica 
slipped PtalSO to Pta6,780 on 
co m pe ti t i on worries with the 
deregulation of the Spanish 
telecoms market due to start 
from today. 

VIENNA was broadly 
lower although paper and 
packaging group Mayr- 
fifelnhof Karton bucked the 
trend with a rise of Schl920 
to Scb54T on news that it 
planned to merge with 
Italy's Reno de Medici to 
form the world's largest 
cardboard producer. The 
ATX index lost 12.58 to 
1,13237. 

Morgan, Jeffrey Brown and 
Peter Han 


Jacob Frenkel, Bank of 
Israel governor, feels vindi- 
cated. For the moment, be 
has the Tel Aviv Stock 
Exchange to thank. 

?,ast week, the benchmark 
TA-100 index rose 3.9 per 
cent while the Maof index 
for the leading 25 blue-chip 
stocks Increased 1.7 per cent 
Volumes lifted as well, rising 
to Shk33Z.9z&. 

I Until then, the TASS had 

limp in g fjlnng 3S for- 

• eigners continued to shy 
away from emerging mar- 
kets. even though Israel's 
markets are Increasingly 
influenced by Wall Street 
and the dollar. But the main 
reason tor Tel Aviv’s poor 
performance in the first half 
of November was the domes- 
tic macroeconomic dimate. 

It was a bumpy month for 
both the exchange and for 
Mr Frenkel whose tight mon- 
etary policy is aimed at 
bringing inflation down to 
around 5 per cent this year. 

Because of pressure on the 
shekel since August, follow- 
ing the Asian crisis, the 
value of the Israeli currency 
against the dollar fell by 
about 12 per cent In dollar 
terms, the shekel has been 
devalued by 133 per cent 
since the beginning of 1998. 

Initially, devaluation was 
good news for Israel’s 
exporters, as their goods 
became cheaper. But the 
consequences of a weaker 
shekel soon hit home. Infla- 
tion, fuelled by wholesalers 
and retailers passing on the 
rising cost of Imported goods 
to the consumer, rose 3 per- 
centage points in October, 
pushing the annual rate 
back up to above 6 per cent. 
Pressure on the shekel also 
increased, the c miea c y ris- 
ing to Shk43S to the dollar. 

With such pressure mi the 
shekel and inflation, the 
Bank of Israel was not pre- 
pared to sit bade and risk 
having Its monetary policy 
undermined. 

Twice last month. Mr 
Frenkel raised overnight 
interest rates, sending the 
rate up to 133 per cent. 


Industrialists argued that 
company profits would be 
hit by the bixher level of 
borrowing and the cost of 
imported row materials. 

Mr Frenkel stood his 
ground and lust week, the 
TASE bounced bock on the 
back of support by econo- 
mists and investors in the 
central bank’s tight mone- 
tary policy. Pressure on the 
shekel eased too. with the 
currency strengthening by 
the end of last week to 
around 4.15 to the dollar. - 

The coining weeks could 
test the resilience of the Tel 
Aviv exchange - and Mr 
Frenkel’s independent mone- 
tary policy. Parliamentary, 
deputies want to curb the 
bank’s powers, especially Its 
ability to set interest rates. If 
they succeed, they would 
unde rmine the bank's Inde- 
pendence. jeopardise Israel's 
attempts to curb spending 
and inflation, and upset the 
markets. 

The markets have already 
experienced such pressure. 
Last weekend. Benjamin 
Netanyahu, the prime minis- 
ter. said he would lower 
Interest rates, implying polit- 
ical interference in the cen- 
tral bank. By Sunday, the 
shekel lost ground, edging 
up to Shk42Q to the dollar 
and equity market turnover 
fell sharply - providing a 
salutary reminder or the 
price oT interference. 

Judy Dempsey 
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Profit-taking in the tele- 
communications sector, 
which had staged a strong 
rally in the previous two 
weeks, pulled SAO PAULO 
down and by midsession the 
Bovespa index had regis- 
tered a decline of 344 or 32 
per cent at 8,749. 

By Friday's close, the 
index was registering a rise 
of 29 per cent since the start 
of November, although it 
was still nearly ll per cent 
short of the level at which it 
began the year. 

Benchmark telecoms issue 


Telebrds preferred receipts 
fell 3.1 per cent to R$117.60 
while Tel Celular tumbled 8 
pe r cent to R $2-85. 

MEXICO CITY extended 
losses in late morning trade 
on concerns that low global 
oil prices would wreck the 
government’s 1999 budget 
proposals. 

The IPC index was 119.32 
or 3 per cent lower at 
3,872.98. 

CARACAS was also under 
pressure at midsession with 
the IBC index losing 139.79 
or 3.4 per cent at 3,976.61. 


Sanlam struggles on debut 


SOUTH AFRICA 


Shares in life assurer 
Sanlam struggled to remain 
above their R6 issue price as 
South Africa's largest initial 
public offering made Its 
debut on the Johannesburg 
exchange. 

The shares traded up to a 
high of R6.12 in the first few 
minutes, then slipped to a 
low of R&92 before closing at 


R5.99. Almost 62m shares 
changed hands. The group, 
which converted from a 
mutual society to a listed 
company, handed free shares 
worth about Rl2bn to its 2m 
policyholders and sold R4bn 
shares in a public offer. . 

The overall Index finished 
34.8 lower at 5,620.9 and 
industrials gave up 56.9 to 
6,293.0. Golds, however, 
picked up 10.3 to 1,045-5. 


Tokyo edges down on tax fears 


ASIA PACIFIC 


L 


Shares in TOKYO edged 
back with some analysts 
attributing the decline to 
concerns that political wran- 
gling between coalition part- 
ners could prevent cuts in 
sales taxes, writes Paul 
Abrahams. 

The Nikkei 225 average fell 
185.6S or 1.2 per cent to 
14,863.70, near to its session 
low, after trading as high as 
15.139.87. The sell-off was 
broad based. 

The Nikkei 300 feu 352 or 
1.7 per cent to 228.12 while 
the Topix index of all first 
section shares fell 14J35 or 
1.3 per cent to 144R50. 

Volume remained light, 
with just 382m shares 
traded. The momentum was 
down, with 713 stocks fall- 
ing, 451 rising and 135 
unchanged. 

JDC, a troubled medium- 
sized general contractor, was 
the second most heavily 
traded stock on the day, fall- 
ing 14 per cent or Yll to Y68. 
However, Asahi Bank, one of 
its main shareholders, 
jumped Y8 to Y470. 

Sega, the computer games 
manu f acturer, jumped Y100 
or 3.47 per cent to Y2.980 
the comnanv 


Hong Kong 

Hang Seng Mac fOOty 



announced its new Dream- 
cast console had sold out on 
its first day. 

NTT DoCoMo, the mobile 
telecoms operator which was 
recently floated, rose 
Y110.000 to Y4.7IH, a fresh 
record, after Goldman Sachs 
recommended the stock, giv- 
ing a target price of Y5£m. 

In Osaka, the OSE index 
fell 162 to 15,479. 

BONG KONG sank 342 per 
cent as investors stayed 
away after Friday’s expiry ot 
index futures and with few 
fresh incentives to spur buy- 
ing. 

The Hang Seng index lost 
339.79 to 10,402.32, within 


striking distance of the day's 
low of 10,393.53, in turnover 
that shrank to a modest 
HK$5.1bn. 

A weak perfo rmance by 
index major HSBC triggered 
profit-taking across the 
board. The banking giant 
lost HKS4.50 to HK$198.50, 
bruised by weak bank shares 
in London on Friday follow- 
ing the resignation of Bar- 
clays’ Martin Taylor. 

China plays were also 
under pressure. The China- 
Affiliated Corporations index 
shed 5.3 per cent while H 
shares lo6t 3.5 per cent to 
432.10. 

Brokers said the sector 
was weighed down by a 
HK$1 fall to HK$15.75 in 
Shanghai Industrial after the 
company announced ft was 
buying two hotels from its 
parent group. The deal was 
viewed as negative by the 
market, brokers said. 

BANGKOK fell for the 
third session running with 
worries about share issues 
by cash-concerned compa- 
nies said to be the main 
cause of the latest setback. 

Financials again felt the 
brunt of the selling although 
volumes were modest at 
Bt&Sbn. The banks index fell 
5-6 per cent. Thai Farmers 


lost Bt4.00 to Bt50 and Bang- 
kok Bank came off Bt3.00 at 
Bt5050. 

TAIPEI moved lower in 
thin volumes as the count- 
down to Saturday's elections 
began in earnest 

Brokers said there bad 
been steady if modest buying 
throughout the session by 
the state stabilisation fund. 
Taiwan Semiconductor came 
off T$2.00 at T$7&5. 

Construction shares were 
among the weaker sectors. 
Ever Fortune went limit 
down at T529.50. 

KARACHI was spurred by 
renewed buying in energy 
shares, and as expectations 
grew ahead of Prime Minis- 
ter Nawaz Sharif's crucial 
meeting tomorrow with 
President BUI Clinton. The 
KSErlOO index put on 15.80 to 
1,05057. 

Dealers said investors 
hoped that Mr Sharif's visit 
to Washington would clear 
tiie way for an International 
Monetary Fund bailout pack- 
age for Pakistan. 

The IMF wants tentative 
agreement from creditor 
nations that will cover 
Pakis tan’s, estimated $5bn 
funding gap before it pro- 
poses restarting a stalled 
loan programme. 


Sharp LCDs Offer You a Window 
to Today's New Digital World 


Sharp utilizes its advanced LCD technology to create unique products designed to 
help you get the most out of the communications revolution. 

Sharp's LCD products offer ease -of- use for multimedia and digital-network applications. 
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